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2002 Financial Highlights

(Dollars in millions)

For the Year

REVENUES . v $2,017.7
Net ICOMIE . ..ot e e § 2779
Capital EXpenditures .. ... .. ... . § 5741
Marine Rig Utilization ........ . . . 89%
Land Rig Utilization . ... ... ... .. 69%
Turnkey Wells Drilled - Worldwide . .......... ... .. . o o o 78
At Year-End

Cash and Cash Equivalents ........ ... i i $ 6770
Properties and Equipment, Net .. ... .. $4,194.0
JOta) ASSeLS . o ot e $ 5,808.2
Long-term Debt ... ... . § 9252
Shareholders’ EQUIty .. ..ot $4,234.2
Number of Rigs ... .o 89

CompaNY OVERVIEW

* One of the world’s largest offshore drilling contractors

* Technologically advanced fleet of 58 offshore drilling rigs including premium jackups and heavy-
duty, harsh-environment jackups; semisubmersibles; dynamically positioned, ultra-deepwater
drillships; 31 land rigs; plus four rigs under construction—two high-performance jackups and two
ultra-deepwater semisubmersibles

¢ Drilling operations in the majority of the world’s major markets, including the Gulf of Mexico,
the North Sea, Eastern Canada, West Africa, the Middle East, the Mediterranean, South America
and Southeast Asia

¢ Strongest balance sheet in the offshore drilling sector

* Approximately 8,800 employees representing more than 50 nationalities

GlobalSantaFe ordinary shares are traded on the New York Stock Exchange. Ticker symbol: GSE.




Letter to our Shareholders

One year ago, GlobalSantaFe Chairman Bob Rose and I described our vision for the company. That
vision was “a company capable of serving customers in any major market with any type of drilling
equipment, while providing highly experienced personnel with well engineering expertise and other
technical skills.” That vision is now a reality.

Power of Balance
The balance GlobalSantaFe now possesses—in geographic coverage, equipment types and services—has
set the foundation for superior results for both customers and shareholders.

The company’s geographic coverage is especially powerful. In 2002, improved international reach helped
GlobalSantaFe balance market risk. Soft demand in the North Sea, particularly for semisubmersible
rigs, and in the Gulf of Mexico was offset by relatively strong demand in West Africa, the Middle East
and Southeast Asia.

Furthermore, as a global company, GlobalSantaFe was able to relocate rigs to capitalize on opportunities
in robust markets and reduce exposure in weaker markets.

The quality of GlobalSantaFe’s offshore rig fleet was another distinct advantage in 2002. When demand
is soft, customers have more rigs to choose from, making equipment quality the decisive factor in
most cases. Our utilization rate in the highly competitive Gulf of Mexico jackup market illustrates

how premium equipment can win business and keep rigs employed even in weak markets.

Recognizing the appeal of quality equipment, we've used our financial strength to invest in our fleet
by making strategic upgrades, especially during weak markets when costs are at their lowest.
GlobalSantaFe’s emphasis on quality, premium equipment will grow with the delivery in the first half
of 2003 of a newly built high-performance jackup rig, the GSF Constellation I.

GlobalSantaFe served customers in 2002 with a balanced array of services. Our Applied Drilling
Technology Inc. (ADTI) subsidiary provides the most comprehensive turnkey drilling service in the
world. Challenger Minerals Inc. (CMI) uses its geological and geophysical capabilities to assist our
customers by attracting outside investors to their drilling projects, thereby creating additional business




The balance GlobalSantaFe now possesses—in geographic
coverage, equipment types and services—has set the foundation
for superior results for both customers and shareholders.

opportunities for ADTI in the Gulf of Mexico and our North

Sea-based well engineering group. CMI and its outside
investors were involved with 20 percent of ADTI's 96 projects
in the Gulf of Mexico in 2002 and established a presence in
the North Sea with participation in our well engineering

group’s West Heather project.

Adapting te Customer Needs
Major oil companies continue to be GlobalSantaFe’s largest
customers. They are demanding customers whose selection
criteria generally include equipment quality, company size,
operating efficiency and safety and environmental perform-
ance. We have increasingly seen our customers prefer to work
with a limited number of contractors and are proud to be a
preferred contractor to some of the world’s
largest oil and gas companies. These cus-

THE DRILLSHIP GLOMAR JACK RYAN,
AT WORK OFFSHORE AUSTRALIA, IS PART
OF QUR TECHNOLOGICALLY ADVANCED FLEET.

tomers typically offer longer-term contracts
on large projects, providing us with a

greater revenue backlog.

We also serve the needs of independent oil and gas companies. We believe that
in the future the North Sea market will imitate the Gulf of Mexico market of the
late 1980s and early 1990s, when independents became more active in the
region. The most recent evidence of this trend occurred early in 2003 when a
large U.S. independent acquired a significant producing property in the North
Sea from one of the major oil companies.

For two reasons, GlobalSantaFe is well positioned to benefit from this emerging
trend. First, extensive experience in the North Sea makes the company a natural
choice as a drilling contractor. Second, our ability to provide turnkey services
and drilling and completion management services through the company’s




As a global company, GlobalSantake was able to relocate
rigs to capitalize on opportunities in robust markets and reduce
exposure in weaker markets.

LISTENING TO OUR CUSTOMER NEEDS
INSPIRED THE JACKUP GSF CONSTELLATION 1.

North Sea-based well engineering group should appeal to
independents that, unlike the majors, may not have large
dedicated drilling departments.

Progress in Integration

Following the merger of Global Marine and Santa Fe
International in late 2001, which formed GlobalSantaFe, a
major goal was to identify the best practices of both legacy com-
panies and integrate them to deliver the most efficient service
to customers and positive financial results to shareholders.

While there are several examples to cite, the most important
is a strong safety program. In 2002, employees worldwide
participated in behavioral-based safety process training,
while approximately 1,200 supervisors
received additional training in advanced
safety auditing. The result was a steady
quarter-by-quarter improvement in our
safety record and, by year's end, the best
full-year safety performance ever seen at
either legacy company.

Prospects for 2003 and Beyond

As this report is being prepared, the prospect of war in Iraq and an unstable

Venezuela are creating uncertainty in world oil markets. GlobalSantaFe is not

immune to the effects of these conflicts. In Venezuela, for example, our land rigs

are currently idle. Any conflict in the Middle East would certainly affect our

business in the short run.

Overall, we believe drilling demand will be weaker in 2003 than in 2002. Much

of that softness will be in the North Sea. Major oil company activity in this market



Recognizing the appeal of quality equipment,
we ve used our financial strength to invest in our fleet
by making strategic upgrades.

appears likely to remain soft, and we anticipate the expected
transition from majors to independent oil companies domi-
nating the region to take several years to fully develop.

On the positive side, jackup rig supply and demand off-
shore West Africa, Southeast Asia, the Mediterranean and
Arabian Gulf are relatively balanced. We also expect near full
employment of our jackup rigs working in the Gulf of Mexico
in 2003.

For the longer term, we are convinced that GlobalSantaFe has
the right business strategy and an excellent future. Our strate-
gy of combining a premium fleet with a skilled, experienced
workforce serves the interests of both customers and share-
holders. Meanwhile, worldwide demand for
petroleum products continues to grow, and
respected independent research suggests
sufficient recoverable petroleum reserves
around the world to develop for decades
to come.

Continuity for Shareholders, Customers and Employees

THE HEAVY-DUTY, HARSH-ENVIRONMENT JACKUP
GSF GALAXY Ii HAS BEEN WORKING OVER FGUR YEARS
ON A MAJOR GAS DEVELOPMENT OFF EASTERN CANADA.

Today, GlobalSantaFe appeals to customers worldwide. The company is an industry

leader known for its financial strength. Our leadership team at GlobalSantake is

well respected industry-wide and possesses deep and diverse experience.

For all of these reasons, I felt very comfortable announcing in January that [

would retire as president and chief executive officer effective May 6, 2003. I will be

succeeded by Jon Marshall, currently executive vice president and chief operating

officer. Jon and I have worked closely since the merger, and I am confident that

the change of leadership will be seamless.




The result was a steady quarter-by-quarter improvement
In our safety record and, by year's end, the best full-year safety
performance ever seen at either legacy company;

Jon is a graduate of the U.S. Military Academy at West Point
who began his career with Global Marine in 1979. His diverse
management experience began as project manager for ADTI,
and later he served as president of both ADTI and CMI. In
1995, Jon became group vice president of Global Marine,

responsible for worldwide turnkey operations, integrated

drilling services and exploration and production. In May

1998, he was appointed executive vice president and chief
operating officer.

In short, Jon is experienced, dedicated and extremely capable.
Under his leadership, shareholders, customers and employees

can look forward to GlobalSantaFe continuing to be one of

the world’s premier drilling contractors.

I want to thank our shareholders for their

GLOBALSANTAFE USES ITS FINANCIAL STRENGTH
TO KEEP THE SEMISUBMERSIBLE GLOMAR CELTIC
SEA AND OTHER RIGS UPGRADED.

continued support. Also, I want to acknowl-
edge the employees of GlobalSantaFe for
their hard work in a year of great challenges

and opportunities. It has been a privilege
to be part of such a great group of people dedicated to making our company an

industry leader.

Sincerely,

C. Stedman Garber, Jr.
President and Chief Executive Officer




Operational Highlights

Fleet

In 2002, GlobalSantaFe upgraded a number of rigs, increasing
the company’s ability to win business and earn higher
dayrates. Furthermore, GlobalSantaFe relocated eleven rigs
from various regions, which helped the company seize better

opportunities in more active regions.

Services

The contract drilling segment accounted for nearly 80 percent
of GlobalSantaFe’s revenues in 2002. Drilling management
services, provided by ADTI and the company’s North Sea-based
well engineering group, contributed approximately 19 percent
of 2002 revenues. Participation in oil and gas projects through
Challenger Minerals Inc. generated the balance of revenues.

Operating Standards and Safety GLOBALSANTAFE'S WORLDWIDE LOCATIONS
The company’s safety performance improved steadily through-

out the year as more employees participated in our Advanced Safety Auditing and

FOCUS (Field Observation Continuously Upgrading Safety) training initiatives.

Our fully integrated Management System was implemented fleet-wide and

achieved full compliance with the ISM (International Safety Management) Code

of Standards during 2002.

A SAFETY CALENDAR CREATED BY THE CHILDREN
OF OUR EMPLOYEES SHOWS OUR COMMITMENT
TO SAFETY REACHES THROUGHOUT THE
GLOBALSANTAFE FAMILY.




Directors and Officers

BOARD OF DIRECTORS

Robert E. Rose
Chairman of the Board of
GlobalSantaFe Corporation

Ferdinand A. Berger
Retired Director of Shell
International Petroleum
Company Limited

Thomas W. Cason

Owner and Manager of
Equipment Dealerships,
primarily in support of the
agricultural industry

C. Stedman Garber, Jr.
President and CEO of
GlobalSantaFe Corporation

Richard L. George

President and CEO of Suncor
Energy Inc., an integrated oil
and gas company

Khaled R. Al-Haroon

Retired Managing Director of
International Operations of
Kuwait Petroleum Corporation

C. Russell Luigs
Retired Chairman of the Board

and CEO of Global Marine Inc.

Edward R. Muller

Private Investor and Retired
President and CEO of Edison
Mission Energy, a developer,
owner and operator of power
production facilities

Paul J. Powers

Retired Chairman of the Board
and CEO of Commercial Intertech
Corp., a manufacturer of
hydraulic systems, pre-engineered
buildings and metal products

Maha A. R. Razzugi

Executive Assistant Managing
Director for International
Business Development of Kuwait
Petroleum Corporation

Stephen J. Salarz
President of Solarz Associates, an
international consulting firm

Carrall W. Suggs

Retired Chairman and CEO of
Petroleum Helicopters, Inc., a
provider of helicopter transporta-
tion services

Nader H. Sultan
CEO of Kuwait Petroleum
Corporation

John L. Whitmire
Chairman of the Board
of CONSOL Energy Inc.,
a producer of coal and
natural gas
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John L. Truschinger
Vice President, Information
Services and Technology



As filed with the Securities and Exchange Commission on March 26, 2003

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

2002 Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2002

Commission file number 1-14634

GlobalSantaFe Corporation

(Exact name of registrant as specified in its charter)

Cayman Islands 98-0108989
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)
15375 Memorial Drive, Houston, Texas 77079-4101
(Address of principal executive offices) (Zip Code)
777 N. Eldridge Parkway, Houston, Texas 77079-4493
(Former address of principal executive offices) (Former Zip Code)

Registrant’s telephone number, including area code: (281) 925-6000

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Ordinary Shares $.01 par value " New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. [

Indicate by check mark whether the Registrant is an accelerated filer (as defined in Rule 12b-2 of the Securities
Exchange Act of 1934). Yes ¥ No O

The aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold as of the last business day of the Registrant’s most
recently completed second fiscal quarter (June 28, 2002) was $5,205,854,739.

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest
practicable date: Ordinary Shares, $.01 par value, 233,271,447 shares outstanding as of February 28, 2003.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement in connection with the 2003 Annual General Meeting of Shareholders are
incorporated into Part IIT of this Report.







TABLE OF CONTENTS

Page
Part I
Items 1. and 2. Business and Properties ................ e, 6
Item 3. Legal Proceedings . ... .o v ottt e e e 23
Item 4. Submission of Matters to a Vote of Security Holders ................ ... ... ... ....... 25
Part 11
Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters ............... 25
Item 6. Selected Financial Data . ... . e 26
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations .. 28
Item 7A. Quantitative and Qualitative Disclosures About Market Risk .......................... 47
Item 8. Financial Statements and Supplementary Data . .......... ... coviiiniiiinnaneron.. 51
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure .. 92
Part III
Item 10. Directors and Executive Officers of the Registrant.......... ... ... ... ... ... ...... 92
Item 11. Executive COMPENSAtON . . . ...\ttt ettt e et ettt 92
Item 12. Security Ownership of Certain Beneficial Owners and Management .................... 92
Item 13. Certain Relationships and Related Transactions . .......... ... oo, 92
Item 14. Controls and Procedures . .. ... ..ot 92
Part 1V
Ttem 15. Exhibits, Financial Statement Schedules, and Reports on Form 8-K .................... 93

The Company makes available on its website at www.gsfdrill.com its annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and all amendments to these reports as soon as practicable after
they are filed with the Securities and Exchange Commission. The information contained in the Company’s website does
not constitute a part of this Annual Report.

EARNINGS CONFERENCE CALL

On Wednesday, April 23, 2003, GlobalSantaFe is scheduled to release its first quarter 2003 financial results before
trading opens on the New York Stock Exchange. On April 23, 2003, at 10:00 a.m. Central Time (11:00 a.m. Eastern
Time), the Company is scheduled to hold an earnings conference call to discuss the results.

Interested parties may participate in the conference by calling 913-981-5571, confirmation code 364669. The call
is also available through the Company’s website at www.gsfdrill.com. It is recommended that listeners connect to the
website prior to the conference call to ensure adequate time for any software download that may be needed to hear the
webcast. Replays will be available starting at 1:00 p.m. Central Time (2:00 p.m. Eastern Time) on the day of the
conference call by webcast on the Company’s website or by telephoning 719-457-0820, confirmation code 364669.
Both services will discontinue replays at 7:00 p.m. Central Time on April 30, 2003.



FORWARD-LOOKING STATEMENTS

Under the Private Securities Litigation Reform Act of 1995, companies are provided a “‘safe harbor” for
discussing their expectations regarding future performance. We believe it is in the best interests of our
shareholders and the investment community to use these provisions and provide such forward-looking informa-
tion. We do so in this report and other communications. Forward-looking statements are often but not always
identifiable by use of words such as ‘“‘anticipate,” ‘“believe,” “budget,” “could,” “estimate,” “expect,”

“forecast,” “‘intend,” “may,

LI EYH [T ER TS LI T

might,” “plan,” “predict,” “project,” “should,” and “‘will.”

Our forward-looking statements include statements about the following subjects:

our possible or assumed results of operations;

our funding and financing plans;

the dates drilling rigs will become available following completion of current contracts;
the dates our rigs that are under construction are expected to be delivered;

projected cash outlays, the timing of such outlays and expected sources of funding in connection with the
rigs that are under construction;

our belief that a Venezuelan tax lien and customs claim will not impact the operations of the rigs within
Venezuela;

our contract drilling and drilling management services revenue backlogs and the amounts expected to be
realized in 2003;

our expectations regarding the impact our suspension of drilling operations in Kuwait will have on our
results of operations;

our expectations regarding the length of time mobile assets will be operating in given locations and our
resulting conclusions regarding the future tax consequences of operating in those locations;

our plans to implement a business restructuring that will better integrate the operations of the Company-
and change the U.S. tax classification of certain subsidiaries before the occurrence of any events that
could give rise to a tax liability;

the fact that Jon A. Marshall will succeed C. Stedman Garber, Jr. as President and Chief Executive Officer
and will stand for election as a director of the Company at the 2003 annual general meeting of
shareholders;

the expected outcomes of legal and administrative proceedings, their materiality, and their expected
effects on our financial position and results of operations;

our expectation that our effective tax rate will continue to fluctuate from year to year as our operations are
conducted in different taxing jurisdictions;

the amount of the Company’s net actuarial loss on its pension plans expected to be recognized in pension
plan cost in 2003;

our expectations regarding future conditions in various geographic markets in which we operate and the
prospects for future work and dayrates in those markets;

expected transition expenses in connection with the Merger between Global Marine and Santa Fe
International and our belief that they are not indicative of the Company’s ongoing operations;

the fact that we do not anticipate using ordinary shares to satisfy future purchase obligations in connection
with our Zero Coupon Convertible Debentures;

our estimated capital expenditures in 2003;




our expectation that we will fund various commitments, primarily related to our debt and capital lease
obligations, leases for office space and other property and equipment as well as commitments for
construction of drilling rigs, with cash generated from operations but may use a portion of the proceeds of
the 5% Notes to satisfy these obligations;

our ability to service indebtedness;

our ability to meet all of our current obligations, including working capital requirements, capital
expenditures and debt service, from our existing cash and marketable securities balances, the net proceeds
from our 5% Notes and future cash flow from operations;

the anticipated effect of the required adoption of SFAS No. 143 in 2003 and the required adoption of
SFAS No. 146;

the results of our sensitivity analyses to assess the impact of oil price changes under certain dayrate
contracts;

our expectation that, if required, any additional payments made under certain fully defeased financing
leases would not be material to our financial position or results of operations in any given year;

our belief that our exposure to interest rate fluctuations is not material to our financial position, results of
operations or cash flows;

our belief that credit risk in our commercial paper, money-market funds and Eurodollar time deposits with
a variety of financial institutions with strong credit ratings is minimal;

the adequacy of our valuation allowance in connection with net operating loss carryforwards;
the costs, adequacy and availability of insurance; and

any other statements that are not historical facts.

Our forward-looking statements speak only as of the date of this report and are based on currently available
industry, financial, and economic data and our operating plans. They are also inherently uncertain, and investors
must recognize that events could turn out to be materially different from our expectations.

Facrtors that could cause or contribute to such differences include, but are not limited to:

the discovery of additional issues and/or opportunities for further synergies as we continue to integrate the
administration, operations and accounting records and systems of Global Marine and Santa Fe Interna-
tional following the Merger, which could require further operating, administrative and/or accounting
adjustments;

higher than anticipated accruals for performance-based compensation due to better than anticipated
Company performance, higher than anticipated severance expenses due to unanticipated employee
terminations, higher than anticipated legal and accounting fees due to unanticipated financing or other
corporate transactions, and other factors that could increase G&A expenses;

changes in rig utilization and dayrates in response to the level of activity in the oil and natural gas
industry, which is significantly affected by indications and expectations regarding the level and volatility
of oil and natural gas prices, which in turn are affected by such things as political, economic and weather
conditions affecting or potentially affecting regional or worldwide demand for oil and natural gas, actions
or anticipated actions by OPEC, inventory levels, deliverability constraints, and futures market activity;

the extent to which customers and potential customers continue to pursue ultra-deepwater drilling;
exploration success or lack of exploration success by our customers and potential customers;

our ability to enter into and the terms of future drilling contracts;

our ability to win bids for turnkey drilling operations;

rig availability;




PART I

Items 1. and 2. Business and Properties

GlobalSantaFe Corporation (“‘GlobalSantaFe” or the “Company”™) is a leading worldwide oil and gas
drilling contractor, owning or operating a high quality, technologically advanced fleet of over 100 marine and
land drilling rigs. The Company’s fleet currently includes 13 floating rigs, 44 cantilevered jackup rigs, 31 land
rigs and one platform rig. In addition, the Company or its affiliates operate 11 platform rigs for third parties, and
it participates in a joint venture that operates two semisubmersible rigs for third parties. The Company provides
offshore oil and gas contract dx)illing services to the oil and gas industry worldwide on a daily rate. (“‘dayrate”)
basis. The Company also provides offshore oil and gas drilling management services on either a dayrate or
completed-project, fixed-price (‘“‘turnkey”’) basis, as well as drilling engineering and drilling project management
services, and it participates in oil and gas exploration and production activities. Business segment and geographic
information is set forth in Note 13 of Notes to Consolidated Financial Statements in Item § of this Annual Report
on Form 10-K. The Company is a Cayman Islands company, with its executive offices in Houston, Texas.

Unless otherwise provided, the term “Company” refers to GlobalSantaFe Corporation and, unless the
context otherwise requires, to its predecessors and consolidated subsidiaries. Substantially all of the Company’s
businesses are conducted by subsidiaries of GlobalSantaFe Corporation.

Merger of Santa Fe International Corporation and Global Marine Inc.

On November 20, 2001, Santa Fe International Corporation (*“Santa Fe International”’) and Global Marine
Inc. (“Global Marine”) consummated their business combination with the merger (the “Merger”) of an indirect
wholly owned subsidiary of Santa Fe International with and into Global Marine, with Global Marine surviving
the Merger as a wholly owned subsidiary of Santa Fe International. In connection with the Merger, Santa Fe
International was renamed GlobalSantaFe Corporation. At the effective time of the Merger, each issued and
outstanding share of common stock, par value $0.10 per share, of Global Marine was converted into the right to
receive 0.665 ordinary shares, par value $0.01 per share, of GlobalSantaFe (*“GlobalSantaFe Ordinary Shares”).
Approximately 118 million GlobalSantaFe Ordinary Shares were issued in connection with the Merger.

The Merger was accounted for as a purchase business combination in accordance with accounting principles
generally accepted in the United States of America. As the stockholders of Global Marine owned slightly over
50% of GlobalSantaFe after the Merger, Global Marine was considered the acquiring entity for accounting
purposes. Accordingly, the historical basis of Global Marine in its assets and liabilities has been carried forward
to the consolidated financial statements of GlobalSantaFe Corporation. The assets and liabilities of Santa Fe
International were recorded at estimated fair market value at the date of the Merger in the consolidated financial
statements of GlobalSantaFe, with the excess of the purchase price over the sum of such fair values recorded as
goodwill. The $2.6 billion purchase price was calculated using the number of Santa Fe International ordinary
shares outstanding immediately prior to the Merger and a $14.67 per share average trading price of Global
Marine’s common stock, as adjusted for the merger ratio ($22.06 per share, as adjusted), for a period of time
immediately before and after the Merger was announced, plus the estimated fair value of Santa Fe International’s
outstanding stock options.

Background of Santa Fe International and Global Marine

At the time of the Merger, Santa Fe International was a leading international offshore and land contract
driller of oil and natural gas wells and owned and operated a high-quality, technologically advanced fleet of
26 marine drilling rigs and 31 land drilling rigs located in 16 countries throughout the world. In addition,
Santa Fe International operated 13 marine drilling rigs owned by third parties. Santa Fe International primarily
contracted its drilling rigs, related equipment and crews to oil and gas companies on a dayrate basis. As part of its
contract drilling services, Santa Fe International also provided third-party rig operations and incentive drilling
services to the international oil and gas industry. In the area of drilling management services, Santa Fe
International provided drilling engineering and project management services. Santa Fe International was
incorporated in its current form under the laws of the Cayman Islands in 1990.
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At the time of the Merger, Global Marine was a major domestic and international offshore drilling
contractor, with a modern, diversified fleet of 33 mobile offshore drilling rigs worldwide. Global Marine provided
offshore drilling services on a dayrate basis in the U.S. Gulf of Mexico and internationally. Global Marine also
provided drilling management services on a turnkey basis. As part of its drilling management services, Global
Marine provided planning, engineering and management services beyond the scope of its traditional contract
drilling business. Global Marine also engaged in oil and gas exploration, development and production activities
principally in order to facilitate the acquisition of turnkey contracts for its drilling management services
operations.

Contract Drilling

Substantially all of the Company’s domestic offshore contract drilling operations are conducted by
GlobalSantaFe Drilling Company (“GSFDC”), a wholly owned subsidiary headquartered in Houston, Texas.
International offshore contract drilling operations are conducted by subsidiaries of the Company with operations
in 22 countries throughout the world.

Offshore Rig Fleet. The Company has a modern, diversified fleet of 57 mobile offshore drilling rigs and
one platform rig. The Company’s mobile offshore drilling rigs include six cantilevered heavy-duty harsh
environment jackups, 38 cantilevered jackups, nine semisubmersibles, three ultra-deepwater, dynamically
positioned drillships and one moored drillship. All of the Company’s offshore rigs, with the exception of the
Britannia jackup and the platform rig, were placed into service in 1974 or later, and, as of January 31, 2003, the
average age of the Company’s offshore fleet was approximately 19 years.

The Company’s fleet is deployed in majdr offshore oil and gas operating areas worldwide. The principal
areas in which the fleet is currently deployed are the U.S. Gulf of Mexico, West Africa, the North Sea, Southeast
Asia, North Africa, the Middle East and Canada.

The following table lists the rigs in the Company’s offshore drilling fleet as of January 31, 2003, indicating
the year each rig was placed in service, each rig’s maximum water and drilling depth capabilities, current
location, customer, and the date each rig is estimated to become available.

Offshore Rig Fleet
Status as of January 31, 2003

Maximum Drilling
Year Placed Water Depth Depth Current Estimated
in Service  Capability(1)  Capability Laocation Customer Availability(2)
Heavy-Duty Harsh
Environment Jackups

GSF Galaxy I ............. 1991 400 fr. 30,000 ft. North Sea Phillips 02/03
GSF Galaxy II............. 1998 400 ft. 30,000 ft. Canada ExxonMobil 11/03
GSF Galaxy I . ........... 1999 400 ft. 30,000 ft. North Sea — —
GSF Magellan .. ........... 1992 350 ft. 30,000 ft. North Sea TFE 04/03
GSF Monitor . ............. 1989 350 ft. 30,000 ft. North Sea BP 04/03
GSF Monarch ............. 1988 350 ft. 30,000 ft. North Sea Shell 12/04
Cantilevered Jackups

GSFBaltic................ 1983 375 ft. 25,000 ft. West Africa TFE 07/04
GSF Key Singapore ........ 1982 350 ft. 25,000 ft. North Africa Petrobe] 02/03
GSF Key Manhattan ... ..... 1980 350 ft. 25,000 ft. North Africa " British Gas 03/03
Glomar Adriatic IT ......... 1981 328 ft. 25,000 ft. U.S. Gulf of Mexico BP 04/03
Glomar Adriatic IIT......... 1982 328 ft. 25,000 ft. U.S. Gulf of Mexico Transworld 02/03
GSF Adriatic IV ........... 1983 328 ft. .25,000 ft. En route to Egypt Petrobel 01/05
Glomar Adriatic VIT .. .. .. .. 1983 328 ft. 20,000 ft. Trinidad and Tobago BP 05/03
GSF Adriatic VIIT . ......... 1983 328 ft. 25,000 ft. West Africa ExxonMobil 03/04
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GSF Adriatic IX
Glomar Adriatic X
GSF Compact Driller .
GSF Parameswara . . . .
GSF Adriatic I
GSF Labrador .......
Key Hawaii
Glomar Main Pass T ..
Glomar Main Pass IV .
Galveston Key . ......
GSF Key Gibraltar
Santa Fe Rig 134

GSFRig 136........
GSF Adriatic V... ...
GSF High Island V. ..
Glomar High Island II
GSF High Island IX ..
GSF Rig 141
GSF High Island VII .

Glomar High Island VIII .. ..

GSF Rig 127........
GSF High Island IIT ..
Glomar High Island IV
GSFRig 124 ........
Glomar High Island I .
GSFRig 103........
GSFRig 105........
Britannia ...........
GSF Adriatic VI
Glomar Adriatic XI. ..
Semisubmersibles

Glomar Celtic Sea. ...
Glomar Arctic I......
GSFRig135........
GSFRig 140........
GSF Aleutian Key. . ..
Glomar Arctic III
Glomar Arctic IV
Glomar Grand Banks .
GSF Arctic I

Maximum Drilling
Year Placed Water Depth Depth Current Estimated
in Service  Capability(1)  Capability Location Customer Availability(2)
1981 328 ft. 20,000 ft. West Africa EIf Gabon 09/03
1982 328 ft. 25,000 ft. U.S. Gulf of Mexico Forest Oil 05/03
1993 300 ft. 25,000 ft. Southeast Asia ChevronTexaco 08/07
1993 300 fr. 25,000 ft. Southeast Asia TFE 12/04
1981 300 ft. 25,000 ft. West Africa TFE 06/04
1983 300 ft. 25,000 ft. North Sea British Gas 04/03
1983 300 ft. 25,000 ft. Middle East Saudi Aramco 03/03
1982 300 ft. . 25,000 ft. U.S. Gulf of Mexico Chevron Texaco 03/03
1982 300 ft. 25,000 ft. U.S. Guif of Mexico Apache 04/03
1978 300 fi. 25,000 ft. Southeast Asia Cuulong JOC 10/04
1976 300 ft. 25,000 ft. Southeast Asia Shell Brunei 02/03
1982 300 ft. 20,000 ft. Southeast Asia EPMI 10/03
1982 300 ft. 25,000 ft. Southeast Asia TFE 02/04
1979 300 ft. 20,000 ft. West Africa ExxonMobil 05/03
1981 270 ft. ~ 20,000 fr. West Africa Perenco 03/03
1979 270 ft. 20,000 ft. U.S. Gulf of Mexico Chevron Texaco 12/03
1983 250 ft. 20,000 ft. West Africa Marathon Gabon 06/03
1982 250 ft. 20,000 ft. Middle East Suco 05/03
1982 250 ft. 20,000 ft. West Africa TFE Cameroon 07/03
1982 250 ft. 20,000 ft. U.S. Gulf of Mexico LLOG 03/03
1981 250 ft. 20,000 ft. Middle East Occidental 05/04
1980 250 ft. 20,000 ft. U.S. Gulf of Mexico Hunt Oil 04/03
1980 250 ft. 20,000 ft. U.S. Guif of Mexico ADTI 04/03
1980 250 ft. 20,000 ft. Middle East Petrobel 02/04
1979 250 ft. 20,000 ft. U.S. Gulf of Mexico El Paso 02/03
1974 250 ft. 20,000 ft. Middle East Occidental 10/04
1975 250 ft. 20,000 ft. Middle East Petrobel 12/04
1968 230 ft. 20,000 ft. I\forth Sea Shell 09/04
1981 225 ft. 20,000 ft. West Africa TFE Nigeria 11/03
1983 225 ft. 25,000 ft. North Sea Gaz de France 02/03
1998 5,750 ft. 25,000 ft. U.S. Gulf of Mexico Agip 06/03
1983 3,400 ft. 25,000 ft. U.S. Gulf of Mexico Westport 03/03
1983 2,400 ft. 25,000 ft. West Africa ExxonMobil 07/04
1983 2,400 ft. 25,000 ft. North Sea ExxonMobil 04/03
1976 2,300 ft. 25,000 ft. West Africa ExxonMobil 08/03
1984 1,800 ft. 25,000 ft. North Sea ExxonMobil 06/03
1983 1,800 ft. 25,000 ft. North Sea - —_
1984 1,500 ft. 25,000 ft. Canada — —
1982 1,200 ft. 25,000 ft. Poland (shipyard) — —



Maximum Drilling

Year Placed Water Depth Depth Current Estimated

in Service  Capability(1)  Capability Location Customer Availability(2)
Drillships
Glomar C.R. Luigs ......... 2000 9,000 ft. 35,000 ft. U.S. Gulf of Mexico BHP 03/03
Glomar Jack Ryan ......... 2000 8,000 ft. 35,000 ft. Australia ExxonMobil 09/03
Glomar Explorer . .......... 1998 7.800 ft. 30,000 ft. U.S. Gulf of Mexico ChevronTexaco 09/03
Glomar Robert F. Bauer. .. .. 1983 2,750 ft. 25,000 ft. Malta (cold-stacked) — —
Platform

Rig82 ................... 1968 N/A 20,000 ft. North Sea Shell 12/03

(1) As currently equipped.

(2) Estimated based on the anticipated completion date of current commitments, including executed contracts, letters of
intent, and other customer commitments for which contracts have not yet been executed.

Rig Types. Jackup rigs have elevating legs which extend to the sea bottom, providing a stable platform for
drilling, and are generally preferred in water depths of 400 feet or less. All of the Company’s jackup rigs have
drilling equipment mounted on cantilevers, which allow the equipment to extend outward from the rigs’ hulls
over fixed drilling platforms and enable operators to drill both exploratory and development wells. In addition,
eight of the Company’s jackups have been equipped with skid-off packages, which allow the drilling equipment
to be transferred to fixed production platforms.

The Company owns one of the world’s largest fleets of heavy-duty harsh environment jackup rigs in service
in the industry. Three of the Company’s rigs, the GSF Galaxy I, GSF Galaxy Il and GSF Galaxy III, are Universe
class rig designs capable of operating in water depths up to 400 feet and are currently qualified to operate year-
round in the harsh environment of the central North Sea in water depths of up to 360 feet. The Company’s three
other heavy-duty harsh environment jackup rigs, the GSF Monarch, GSF Monitor and GSF Magellan, are
Monarch class rig designs capable of operating in water depths of up to 350 feet. These rigs are able to operate
year-round in the central North Sea in water depths of up to 300 feet. '

Semisubmersible rigs are floating offshore drilling units with pontoons and columns that, when flooded with
water, cause the unit to partially submerge to a predetermined depth. Most semisubmersibles are anchored to the
sea bottom, but some use dynamic positioning (“DP”’), which allows the vessels to be held in position by
computer-controlled propellers, known as thrusters. Semisubmersibles are classified into five generations,
distinguished mainly by their age, environmental rating, variable deck load and water-depth capability. The
Company’s GSF Aleutian Key is a second-generation semisubmersible capable of drilling in water depths up to
2,300 feet. The Glomar Arctic I, GSF Arctic II (formerly the Maersk Jutlander), Glomar Arctic Ill, Glomar
Arctic IV, Glomar Grand Banks, GSF Rig 135 and GSF Rig 140 semisubmersibles are third-generation,
conventionally moored rigs suitable for drilling in water depths ranging from 1,200 to 3,400 feet. The Company’s
Glomar Celtic Sea is a fourth-generation semisubmersible capable of drilling in water depths of up to 5,750 feet,
and utilizes a mooring system that is DP-assisted.

Drillships are generally preferred for deepwater drilling in remote locations with moderate weather
environments because of their mobility and large load carrying capability. The Company’s Glomar C.R. Luigs,
Glomar Jack Ryan and Glomar Explorer are dynamically positioned, ultra-deepwater drillships capable of
drilling in water depths up to 9,000 feet, 8,000 feet and 7,800 feet, respectively, as currently equipped. With
modifications, maximum water depth capabilities are 12,000 feet for the Glomar C.R. Luigs and Glomar Jack
Ryan, and 10,000 feet for the Glomar Explorer. The Glomar Robert F. Bauer is a conventionally moored drillship
capable of drilling in maximum water depths of 2,750 feet.

The Company’s ‘‘deepwater” rigs consist of its semisubmersibles and drillships. The Company considers
rigs with a maximum water-depth capability of 7,000 feet or more, such as the Glomar C.R. Luigs, Glomar Jack
Ryan and Glomar Explorer, to be “ultra-deepwater” rigs.

The Company’s platform rig consists of a number of self-contained drilling equipment packages, that, when
assembled on a customer’s offshore production platform, forms a complete drilling rig.
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The Company has title to all of the offshore drilling rigs in its fleet in the table above with the exception of
the Glomar Explorer, which is subject to a 30-year capital lease, and the Glomar C.R. Luigs and Glomar Jack
Ryan, which are subject to fully defeased, 20-year capital leases. None of the Company’s offshore drilling rigs
are currently subject to any outstanding liens or mortgages.

In January 2003, the Company entered into a lease-leaseback arrangement with a European bank related to
the Company’s Britannia cantilevered jackup. Pursuant to this arrangement, the Company leased the Britannia to
the bank, which then leased the rig back to the Company, each lease being for a five-year term. The Company has
classified this arrangement as a capital lease.

The Company has definitive contracts with PPL Shipyard PTE, Ltd. of Singapore (‘“PPL Shipyard™) for the
construction of two high performance jackup rigs at a cost of approximately $132 million each. The Company
has options with PPL Shipyard for construction of additional jackup units, the first two of which are at a similar
price to the current contracts. The Company does not intend to exercise these options. Construction of the first
new jackup, the GSF Constellation I, commenced in the second quarter of 2001 and the rig is expected to be
delivered during the second quarter of 2003. The second new jackup is expected to be delivered near the end of
the first quarter of 2004.

The Company also has definitive contracts with PPL Shipyard for the construction of two ultra-deepwater
semisubmersible drilling rigs at a cost of approximately $285 million each. The Company has options for
construction of two additional ultra-deepwater semisubmersibles at a similar price to the two current contracts.
The Company does not intend to exercise these options. Construction of the first new semisubmersible, the
GSF Development Driller I, commenced in the third quarter of 2001, and the rig is scheduled for delivery during
the first quarter of 2004. The second new semisubmersible is expected to be delivered during the first quarter
of 2005.

The Company anticipates that this rig building program will be funded through the Company’s existing cash
and marketable securities balances and future cash flow from operations.

Land Rig Fleet. The majority of the Company’s land rigs are designed for use in remote desert
environments and generally include all facilities necessary to support living and working in harsh and remote
environments, including accommodation camps and inventories of repair parts and materials. Each of the rigs is
designed for efficient disassembly, transport and reassembly. Eleven of the newer rigs are specially designed as
wheel-mounted units that can be moved quickly between well locations. Three of the rigs are equipped with
special “lift and roll”” systems, so that the rigs can be quickly moved between well locations on a pad site. An
extensive fleet of specialized rig transport equipment supports land rig operations in Kuwait and the Kuwaiti-
Saudi Arabia Partitioned Neutral Zone. This equipment is comprised primarily of heavy-duty trucks built and
equipped for desert service. Additionally, these operations are supported by a fleet of heavy equipment, including
bulldozers, cranes and forklifts that prepare access roads and drill site locations and facilitate the assembly and
disassembly of the Company’s land rigs.

The Company has historically concentrated its land rig operations in the Middle East, South America and
North Africa. All of the Company’s land rigs were placed into service in 1972 or later, and, as of January 31,
2003, their average age was approximately 13 years.
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The following table lists the rigs in the Company’s land drilling fleet as of January 31, 2003, indicating the
year each rig was placed in service, rig type, each rig’s drilling depth capabilities, current location, customer, and
the date each rig is estimated to become available.

Land Rig Fleet(1)
Status as of January 31, 2003

Year Placed D];;glt%g Current Estimated
in Service Rig Type Capability Location Customer Availability(2)
Rig 180 .... 1999 National 1625 30,000 ft. Kuwait KOC 04/03
Rig 176 . ... 1999 Ideco 3000E 30,000 ft. Venezuela — —
Rig 177 .... 1998 Oiiwell E-3000 30,000 ft. Venezuela — —
Rig 174 . ... 1997 EMSCO C3 30,000 ft. Saudi Arabia Saudi Aramco 08/03
Rig 173 .... 1997 Gardner Denver 3000 30,000 ft. Saudi Arabia Saudi Aramco 06/03
Rig 155 .... 1992 Oilwell E-3000 30,000 ft. Kuwait KOC 09/04
Rig 144 . ... 1973 EMSCO C3 30,000 ft. Saudi Arabia Saudi Aramco 08/03
‘Rig 158 .. .. 1992 Oilwell E-2000 © 25,000 ft. Kuwait KOC 09/04
Rig 186 .... 2002 Oilwell E-2000 20,000 ft. Venezuela — —
Rig 187 .... 2002 National 1320 UE 20,000 ft. Venezuela — —_
Rig 179 .... 1998 National 1320 20,000 ft. Venezuela — —
Rig 178 .. .. 1998 National 1320 20,000 ft. Venezuela — —
Rig 119.... 1979 Oilwell E-2000 20,000 ft. Venezuela — —
Rig 104 .... 1973 National 1320 UE 20,000 ft. Egypt Merlon Petroleum 03/03
Rig97 ..... 1973 Qilwell E-2000 20,000 ft. Venezuela — —
Rig9%4 ..... 1972 National 110 UE 20,000 ft. Egypt Petrobel 11/03
Rig 157 .... 1991 Ideco 1700 UE 17,000 ft. Saudi Arabia Saudi Aramco 10/03
Rig 169 . ... 1998 National 110 UE 16,000 ft. Kuwait — —
Rig 147 .. .. 1987 National 110 UE 16,000 ft. Kuwait — —
Rig 102 .. .. 1973 National 110 UE 16,000 ft. Kuwait SATI 02/03
Rig92...... 1972 National 1320 16,000 ft. Egypt AGIBA 04/03
Rig 170 .... 1996 National 110 UE 14,000 ft. Kuwait — —_
Rig 161 .... 1991 Dreco 1250 E 12,000 ft. Kuwait KOC 09/04
Rig 160 . ... 1991 Dreco 1250 E 12,000 ft. Kuwait KOC 09/04
Rig 151 .. .. 1989 National 80 UE 11,500 ft. Oman PDO 10/03
Rig 150 .. .. 1989 National 80 UE 11,500 ft. Oman PDO 10/03
Rig 172 .. .. 1997 Oilwell 660-E 10,000 ft. Kuwait KOC 12/03
Rig 171 .. .. 1997 Oilwell 660-E 10,000 ft. Kuowait KOC (JO) 02/03
Rig 146 .... 1987 Kremco 750 10,000 ft  Kuwait KOC 02/03
Rig 143 .... 1983 Ideco H37 ED 6,500 ft  Egypt Petrobel ‘ 07/03

(1) Excludes Rig 159, which was held for sale at December 31, 2002.

(2) Estimated based on the anticipated completion date of current commitments, including executed contracts, letters of
intent, and other customer commitments for which contracts have not yet been executed.

The Company has title to all of the land drilling rigs in its fleet. The Company’s Rig 187 land rig in
Venezuela is presently encumbered by a lien asserted by the Venezuelan tax authorities in connection with certain
assessed retroactive tax liabilities, In addition, the Company’s Rig /79 land rig, also in Venezuela, is subject to a
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customs claim. Although these claims restrict the Company’s ability to export the rigs from Venezuela, the
Company does not believe that the claims will impact the operations of the rigs within Venezuela. The Company
is contesting the imposition of the lien and the various assertions of the tax authorities and is also contesting the
customs claim. None of the Company’s other land rigs are currently subject to any outstanding liens or
mortgages.

Third-Party Rig Operations. The Company’s third-party rig operations are presently concentrated on oil
and gas platforms in the North Sea, an area where the Company maintains substantial contract drilling operations,
and semisubmersible rig operations in the Caspian Sea. See “— Joint Venture, Agency and Sponsorship
Relationships and Other Investments.” As of January 31, 2003, the Company operated or maintained 11 platform
rigs for third parties, and it participates in a joint venture that operated two semisubmersible rigs for third parties
under a joint venture agreement.

Backlog. The Company’s contract drilling backlog at December 31, 2002, was $1.2 billion, consisting of
$1.1 billion related to executed contracts and $0.1 billion related to customer commitments for which contracts’
had not yet been executed as of December 31, 2002. Approximately $800 million of the backlog is expected to be
realized in 2003. The Company’s contract drilling backlog at December 31, 2001, was $1.4 billion and included
$0.1 billion attributable to customer commitments for which contracts had not yet been executed as of that date.

Drilling Contracts and Major Customers. Contracts to employ the Company’s drilling rigs extend over a
specified period of time or the time required to drill a specified well or number of wells. While the final contract
for employment of a rig is the result of negotiations between the Company and the customer, most contracts are
awarded based upon competitive bidding. The rates specified in drilling contracts are generally on a dayrate basis,
and vary depending upon the type of rig employed, equipment and services supplied, geographic location, term of
the contract, competitive conditions and other variables. Each contract provides for a basic dayrate during drilling
operations, with lower rates or no payment for periods of equipment breakdown, adverse weather or other
conditions which may be beyond the Company’s control. When a rig mobilizes to or demobilizes from an
operating area, a contract may provide for different dayrates, specified fixed amounts or no payment during the
mobilization or demobilization. A contract may be terminated by the customer if the rig is destroyed or, in some
cases, if drilling operations are suspended for a specified period of time due to a breakdown of major equipment;
in the event of poor operational, safety or environmental performance not remedied by the Company within a
specified period or if other events occur that are beyond either party’s control. In addition, certain contracts are
cancellable upon specified notice at the option of the customer.

The Company’s business is subject to the usual risks associated with having a limited number of customers
for its services. One customer accounted for more than 10% of consolidated revenues in 2002: ExxonMobil
provided $267.7 million of contract drilling revenues and $0.1 million of drilling management services revenues.
Two customers each accounted for more than 10% of consolidated revenues in 2001: ExxonMobil provided
$180.1 million of contract drilling revenues, and BP provided $146.0 million of contract drilling revenues and
$1.6 million of drilling management services revenues. No single customer accounted for more than 10% of
Global Marine’s historical consolidated revenues in 2000. The Company’s results of operations could suffer a
material adverse effect if any of its major customers terminates its contracts with the Company, fails to renew the
Company’s existing contracts or refuses to award new contracts to the Company. See “Risk Factors — The
Company relies heavily on a small number of customers™.

Drilling Management Services

The Company provides drilling management services primarily on a turnkey basis through a wholly owned
subsidiary, Applied Drilling Technology Inc. (“ADTI”), and through GlobalSantaFe Drilling U.K. Limited
(“GSFDUKL”). ADTI operates primarily in the U.S. Gulf of Mexico, and GSFDUKL operates internationally.
Under a turnkey arrangement, the Company will assume responsibility for the design and execution of a well and
deliver a Jogged or cased hole to an agreed depth for a guaranteed price. Compensation is contingent upon
satisfactory completion of the drilling program. Under the Company’s turnkey drilling operations, the Company
provides planning, engineering and management services beyond the scope of its traditional contract drilling
business and thereby assumes greater liability. ‘
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As of December 31, 2002, the Company’s drilling management services revenue backlog was approximately
$118 million, all of which is expected to be realized in 2003. The Company’s drilling management services
backlog was approximately $64 million at December 31, 2001.

Oil and Gas Operations

The Company conducts oil and gas exploration, development and production activities through its wholly
owned subsidiary, Challenger Minerals Inc. (“CMI”). CMI acquires its interests in oil and gas properties
principally in order to facilitate the acquisition of turnkey contracts for the Company’s drilling management
services operations. In this capacity, CMI facilitated the acquisition of contracts to drill 19 turnkey wells in 2002.
CMI participated in 18 of these turnkey wells, of which 10 proved successful. The Company’s oil and gas
activities are conducted in the North Sea and in the United States offshore Louisiana and Texas.

Joint Venture, Agency and Sponsorship Relationships and Other Investments

In some areas of the world, local customs and practice or governmental requirements necessitate the
formation of joint ventures with local participation. The Company is an active participant in several joint venture
drilling companies, principally in Azerbaijan, Indonesia, Malaysia, Nigeria, Oman and Saudi Arabia.

In Azerbaijan, the semisubmersibles Istiglal and Dada Gorgud operate under long-term bareboat charters.
The Istiglal is bareboat chartered to and operated by the joint venture Caspian Drilling Company Limited, in
which the Company holds a 45% ownership interest, until October 2006. The Dada Gorgud is bareboat chartered
to the Company until October 2006 or the later termination of the Company’s current drilling contract with the
Azerbaijan International Operating Company. The Company has subcontracted operations of the Dada Gorgud to
Caspian Drilling Company Limited.

The Company also participates in a joint venture that operates a petroleum supply base in Indonesia. The
Indonesian supply base, in which the Company holds a 42% ownership interest, is located at Merak Point on the
western portion of the island of Java. It provides both open and covered storage and bulk chemical trans-shipment
facilities. The land lease for this supply base extends through the year 2030.

The Compaﬁy also has a passive minority interest in a Libyan drilling company managed by
non-U.S. persons that is and has been managed in accordance with applicable trade laws and regulations and is
accounted for on the cost basis.

Local law or custom in some areas of the world also effectively mandates establishment of a relationship
with a local agent or sponsor. When necessary or appropriate in these areas, the Company enters into agency or
sponsorship agreements. e

Risk Factors

The Company’s Business Depends on the Level of Activity in the Oil and Natural Gas Industry, Which
is Significantly Affected By the Level and Volatility of Oil and Natural Gas Prices

The Company’s business depends on the level of activity in offshore and onshore oil and natural gas
exploration, development and production in markets worldwide. Oil and natural gas prices, and market
expectations of potential changes in these prices, significantly affect this level of activity. Worldwide military,
political and economic events have contributed to oil and natural gas price volatility and are likely to continue to
do so in the future. Numerous factors may affect oil and natural gas prices and the level of demand for the
Company’s services, including:

¢ worldwide demand for oil and natural gas;

» the ability of the Organization of Petroleum Exporting Countries, or OPEC, to set and maintain
production levels and pricing;
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Failure to Obtain and Retain Key Personnel Could Impede Operations

The Company requires highly skilled personnel to operate and provide technical services and support for its
business. Competition for the skilled and other labor required for deepwater and other drilling operations has
intensified as the number of rigs activated or added to worldwide fleets or under construction has increased in the
last few years. The Company currently has two premium jackup rigs and two deepwater rigs under construction.
The Company must hire full crews for these rigs before they commence operations in addition to its routine
requirements for drilling crews. Although competition for skilled and other labor has not materially affected the
Company to date, in periods with high utilization, the Company has found it more difficult to find qualified
individuals, and the possibility exists that competition for skilled and other labor for deepwater and other
operations could limit the Company’s results of operations.

The Company Relies Heavily on a Small Number of Customers

The Company’s business is subject to the usual risks associated with having a limited number of customers
for its services. One customer, ExxonMobil, accounted for more than 10% of consolidated revenues in 2002.
ExxonMobil provided approximately $267.8 million in revenues, which constituted approximately 13.3% of
consolidated revenues. For 2002, approximately 45% of the Company’s operating revenues was derived from six
customers. On a pro forma basis for the year ended December 31, 2001, approximately 12% of the pro forma
.operating revenues for the Company would have been attributable to the largest customer on a combined basis
and approximately 38% of pro forma operating revenues would have been attributable to the Company’s five
largest customers. The Company’s results of operations could be materially adversely affected if any of its major
customers terminates any of its contracts with the Company, fails to renew the Company’s existing contracts or
refuses to award new contracts to the Company.

The Company May Suffer Losses if its Customers Terminate or Seek to Renegotiate its Contracts

Certain of the Company’s contracts with customers may be cancellable upon specified notice at the option of
the customer. Other contracts require the customer to pay a specified early termination payment upon
cancellation, which payments may not fully compensate the Company for the loss of the contract. Contracts
customarily provide for either automatic termination or teérmination at the option of the customer in the event of
total loss of the drilling rig or if drilling operations are suspended for extended periods of time by reason of acts
of God or excessive rig downtime for repairs, or other specified conditions. Early termination of a contract may
result in a rig being idle for an extended period of time. The Company’s revenues may be adversely affected by
customers’ early termination of contracts, especially if the Company is unable to recontract the affected rig within
a short period of time. During depréssed market conditions, a customer may no longer need a rig that is currently
under contract or may be able to obtain a comparable rig at a lower daily rate. As a result, customers may seek to
renegotiate the terms of their existing drilling contracts or avoid their obligations under those contracts. The
renegotiation of a number of the Company’s drilling contracts could adversely affect its financial position, results
of operations and cash flows.

Rig Upgrade, Refurbishment and Construction Projects, Including the Company’s Deepwater Semisub-
mersible and Premium Jackup Rigs that are Under Construction, Will Be Subject to Risks, Including
Delays and Cost Overruns, and Contracts Have Yet to be Entered Into for the Deployment of the
Deepwater Semisubmersibles and Premium Jackup Rigs Upon Completion

The first of the Company’s two high-performance jackups currently under construction is scheduled for
delivery during the second quarter of 2003, while the first of two ultra-deepwater semisubmersibles, also under
construction, is scheduled for delivery during the first quarter of 2004. In addition, the Company may make
upgrade and refurbishment expenditures for its fleet, and the Company may also make substantial expenditures
for the construction of additional new rigs. Rig upgrade, refurbishment and construction projects are subject to
the risks of delay or cost overruns inherent in any large construction project, including the following:

* shortages of materials or skilled labor;

* unforeseen engineering problems;
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* unanticipated actual or purported change orders;

* work stoppages;

* financial or operating difficulties of the shipyard upgrading, refurbishing or constructing the rig;
* adverse weather conditions;

* unanticipated cost increases; and

* inability to obtain any of the requisite permits or approvals.

Significant cost overruns or delays would adversely affect the Company’s financial condition and results of
operations. In addition, the Company’s premium jackups and ultra-deepwater semisubmersibles currently under
construction will employ advancements in technology that may lead to certain difficulties as to the Company’s
use of this technology. :

None of the four vessels that the Company has under construction has secured a contract for deployment
upon completion. Historically, the industry has experienced prolonged periods of overcapacity, during which
many rigs were idle for long periods of time. The Company’s ability to obtain contracts for its newbuild rigs and
the terms of such contracts will be dependent on market conditions at the time these rigs are available for
contract. The Company can make no assurances that it will be able to obtain contracts for all of its new or
existing rigs or that the contract terms will be similar to those for similar equipment in current market conditions.

The Company’s Business Involves Numerous Operating Hazards and it is Not Fully Insured Against All
of Them

The Company’s operations are subject to the usual hazards incident to the drilling of oil and natural gas
wells, including blowouts, explosions, oil spills and fires. The Company’s activities are also subject to hazards
peculiar to marine operations, such as collision, grounding, and damage or loss from severe weather.

All of these hazards can cause personal injury and loss of life, severe damage to and destruction of property
and equipment, pollution or environmental damage and suspension of operations. The Company insures against,
or will have indemnification from customers for some, but not all, of these risks. The Company’s insurance
contains various deductibles and limitations on coverage. In light of the current volatility in the insurance markets
and recent significant increases in rates, the Company may elect to change its insurance coverage, including by
increasing deductibles, retentions and other limitations on coverage. Changes in coverage such as those would
effectively increase the amount of risk against which the Company is not insured.

The Company believes its policy of purchasing insurance coverage is consistent with its industry peers for
the types, amounts and limits of insurance maintained. However, as a result of poor underwriting results suffered
by the insurance industry over the past few years and the catastrophic events of September 11, 2001, the
Company incurred significant premium and deductible increases in its most recent renewal of its insurance
coverage. The Company’s current insurance program expires in the third quarter of 2003, and premiums and
deductibles may increase further.

The occurrence of a significant event, including terrorist acts, war, civil disturbances, pollution or
environmental damage, not fully insured or indemnified against or the failure of a customer to meet its
indemnification obligations, could materially and adversely affect the Company’s operations and financial
condition. Moreover, no assurance can be made that the Company will be able to maintain adequate insurance in
the future at rates it considers reasonable or be able to obtain insurance against certain risks, particularly in light
of the instability and developments in the insurance markets following the recent terrorist attacks.
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The Company’s International Operations Involve Additional Risks Not Associated With Domestic
Operations

Risks associated with the Company’s international operations, any of which could limit or disrupt the
Company’s markets or operations, include heightened risks of:

e terrorist acts, war and civil disturbances;

* expropriation or nationalization of assets;

* renegotiation or nullification of existing contracts;

+ foreign exchange restrictions;

¢ foreign currency fluctuations;

* foreign taxation;

* assaults on property or personnel;

* limitations on the ability to repatriate income or capital to the U.S.;
* changing political conditions; and

¢ foreign and domestic monetary policies.

Additionally, the Company’s ability to compete in the international drilling market may be adversely
affected by non-U.S. governmental regulations favoring or requiring the awarding of drilling contracts to local
contractors or requiring foreign contractors to employ citizens of, or purchase supplies from, a particular
jurisdiction. Furthermore, foreign governmental regulations, which may in the future become applicable to the oil
and natural gas industry, could reduce demand for the Company’s services, or such regulations could directly
affect the Company’s ability to compete for customers,

Eight of our land drilling rigs are located in Venezuela, which has been experiencing labor strikes and
demonstrations and in 2002 experienced an attempt to overthrow the government. The implications and results of
the political, economic and social instability in Venezuela are uncertain at this time, but the instability has had
and could continue to have an adverse effect on our business. None of our land rigs located in Venezuela were
operating as of January 31, 2003. When or if those rigs will return to work is uncertain.

The Company May Suffer Losses as a Result of Currency Risks

A majority of the Company’s international drilling and services contracts are partially payable in local
currency in amounts that are generally intended to approximate its estimated operating costs, with the balance of
the payments under the contract payable in U.S. dollars (except in Kuwait, Malaysia and Saudi Arabia, where the
Company will likely be paid entirely in local currency). In certain jurisdictions, including Egypt and Nigeria,
regulations exist which determine the amounts payable in local currency. Those amounts can exceed the local
currency costs being incurred, leading to accumulation of excess local currency which in certain instances can be
subject to either temporary blocking or difficulties in converting to U.S. dollars. To the extent that its revenues
denominated in local currency do not equal its local operating expenses or during periods of idle time when no
revenue is earned, the Company is exposed to currency exchange transaction losses, which could materially and
adversely affect its results of operations and financial condition. The Company has not historically entered into
financial hedging arrangements to manage risks relating to fluctuations in currency exchange rates.

Laws and Governmental Regulations May Add to Costs or Limit Drilling Activity

The Company’s business is affected by changes in public policy and by federal, state, foreign and local laws
and regulations relating to the energy industry. The drilling industry is dependent on demand for services from
the oil and natural gas exploration and production industry and, accordingly, the Company will be directly
affected by the adoption of laws and regulations curtailing exploration and development drilling for oil and
natural gas for economic, environmental and other policy reasons. The Company may be required to make
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significant capital expenditures to comply with governmental laws and regulations. It is also possible that these
laws and regulations may in the future add significantly to the Company’s operating costs or may significantly
limit drilling activity.

Governments in some non-U.S. countries have become increasingly active in regulating and controlling the
ownership of concessions, companies holding concessions, the exploration of oil and natural gas and other
aspects of the oil and natural gas industries in these countries. In some areas of the world, this governmental
activity has adversely affected the amount of exploration and development work done by major oil companies and
may continue to do so.

The Company May be Limited in Its Use of Its Net Operating Losses

The Company’s ability to realize the benefit of its deferred tax asset requires that the Company achieve
certain future earnings levels prior to the expiration of its net operating loss (*NOL”) carryforwards. The
Company has established a valuation allowance against the future tax benefit of a portion of its NOL
carryforwards and could be required to record an additional valuation allowance if market:conditions change
materially and future earnings are, or are projected to be, significantly different from current estimates. The
Company’s NOL carryforwards are subject to review and potential disallowance upon audit by the tax authorities
in the jurisdictions where the loss was incurred.

As of December 31, 2002, the Company had approximately $540.4 million of NOL carryforwards for
U.S. federal income tax purposes, including an NOL carryforward of $408.4 million at November 19, 2001,
related to Global Marine. The Company also had approximately $168.4 million of NOL carryforwards from
foreign jurisdictions. The Company can provide no assurance that the full amount of its NOL carryforwards will
be allowed. The NOL carryforwards are scheduled to expire from 2003 to 2023. Section 382 of the U.S. Internal
Revenue Code could limit the future use of all or some of the U.S. NOL carryforwards if the direct and indirect
ownership of stock of the relevant company changes by more than 50% in certain circumstances over a prescribed
testing period. The Internal Revenue Service may take the position that the Merger consummated pursuant to the
business combination of Santa Fe International and Global Marine caused a greater-than-50-percent ownership
change with respect to Global Marine. If the Merger did not result in such an ownership change, changes in the
ownership of the Company’s ordinary shares following the Merger could result in such an ownership change. In
the event of such an ownership change, the Section 382 rules would limit the utilization of the NOL
carryforwards of Global Marine in each taxable year ending after the ownership change to an amount equal to a
federal long-term tax-exempt rate published monthly by the Internal Revenue Service, multiplied by the fair
market value of all of Global Marine’s stock at the time of the ownership change. For purposes of this calculation,
the value of Global Marine’s stock could also be subject to adjustments, thereby further 11m1t1ng the ability of the
Company to utilize its NOL carryforwards in each taxable year thereafter.

Proposed United States Tax Law Changes Could Reduce the Company’s Net Income

In 2002 and 2003, various changes to the U.S. federal income tax code were proposed that, if enacted, could
adversely affect the Company’s United States federal income tax position. Many of the proposed changes target
United States corporations that have expatriated to a foreign jurisdiction and would in certain cases treat such
corporations as United States corporations for United States federal income tax purposes. Several of the proposals
would have retroactive application and would treat the Company as a United States corporation. Some of the
proposals would impose additional limitations on the deductibility for United States federal income tax purposes
of certain intercompany transactions, including intercompany interest expense.

At this time, it is impossible to predict what changes, if any, may be enacted, and if enacted, what effect
such changes may have on the Company. However, there is a risk that changes to U.S. tax laws could
substantially increase the income tax costs of the Company. If this were to occur, such changes could have a
material adverse effect on the Company’s financial position and future results of operations.

In addition, due to the Company’s structure and extensive foreign operations, its effective tax rate is based
on the provisions of numerous tax treaties, conventions and agreements between various countries and taxing
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jurisdictions, as well as the tax laws of many jurisdictions. Changes in one or more of these tax regimes could
also have a material adverse effect on the Company.

The Company May Be Required to Accrue Additional Tax Liability on Certain Earnings

The Company has not provided for U.S. deferred taxes on the unremitted earnings of its U.S. subsidiaries
and their controlled foreign corporations (“U.S. Subsidiaries”) that are permanently reinvested. Should the
Company make a distribution from the unremitted earnings of its U.S. Subsidiaries, the Company would be
required to record additional U.S. deferred taxes that could have a material adverse effect on its financial position,
results of operations and cash flows.

In certain circumstances, management expects that, due to the changing demands of the offshore drilling
markets, the Company’s mobile assets are more likely than not to be redeployed to other locations before those
assets operate in certain jurisdictions long enough to give rise to future tax consequences. As a result, no deferred
tax liability has been recognized on the earnings from these assets. In addition, the Company has not provided for
U.S. deferred taxes on foreign earnings that could be taxed in the United States upon the occurrence of certain
events in a future period. The Company plans, subject to approval by its Board of Directors, to implement a
business restructuring that will better integrate the operations of the Company. This integration will change the
U.S. tax classification of certain of its subsidiaries before the occurrence of any events that could give rise to a tax
liability. Should management’s expectations change regarding the length of time a mobile asset will be operating
in a given location, or should the Company choose not to implement the planned business restructuring, the
Company would be required to record additional deferred taxes that could have a material adverse effect on its
financial position, results of operations and cash flows.

Governmental Regulations and Environmental Matters Could Significantly Affect the Company’s
Operations

The Company’s operations are subject to numerous federal, state, and local laws and regulations controlling
the discharge of materials into the environment or otherwise relating to the protection of the environment. As a
result, the application of these laws could materially adversely affect the Company’s results of operations by
increasing its cost of doing business, discouraging its customers from drilling for hydrocarbons or subjecting it to
liability. For example, the Company, as an operator of mobile offshore drilling units in navigable U.S. waters and
certain offshore areas, including the Outer Continental Shelf, is liable for damages and for the cost of removing
oil spills for which it may be held responsible, subject to certain limitations. The Company’s operations may
involve the use or handling of materials that may be classified as environmentally hazardous substances. Laws
and regulations protecting the environment have generally become more stringent, and may in certain
circumstances impose “strict liability,” rendering a person liable for environmental damage without regard to
negligence or fault. Environmental laws and regulations may expose the Company to liability for the conduct of
or conditions caused by others or for acts that were in compliance with all applicable laws at the time they were
performed. For a discussion of potential environmental liabilities affecting the Company, see “Item 3. Legal
Proceedings — Environmental Matters.”

The Company May Not Be Able to Generate Sufficient Cash Flow to Meet Its Debt Service Obligations

The amount of debt that the Company can manage in some periods may not be as large as in other periods
because its earnings and cash flows vary significantly from year to year following trends in the oil and gas
industry. The Company’s ability to generate cash flow from operations to pay its debt will depend on its future
financial performance, which will be affected by a range of economic, competitive and business factors. The
Company cannot control many of these factors, such as general economic and financial conditions in the oil and
gas industry, the economy at large and competitive initiatives of its competitors. The Company’s future cash flow
may be insufficient to meet all of its debt obligations and commitments, and any insufficiency could negatively
impact its financial position. :

If the Company does not generate sufficient cash flow from operations to satisfy its debt obligations, it may
have to undertake alternative financing plans, such as refinancing or restructuring its debt, selling assets, reducing
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or delaying capital investments or seeking to raise additional capital. The Company can provide no assurance that
any refinancing would be possible, that any assets could be sold, or, if sold, of the timing of the sales and the
amount of proceeds that may be realized from those sales, or that additional financing could be obtained on terms
acceptable to the Company, if at all. The Company’s inability to generate sufficient cash flow to satisfy all of its
debt obligations, or to refinance its indebtedness on commercially reasonable terms, would materially adversely
affect its financial position, results of operations and cash flows.

SFIC Holdings Has the Ability to Significantly Influence Matters on Which Shareholders May Vote

SFIC Holdings (Cayman), Inc. (“SFIC Holdings”), a wholly owned subsidiary of Kuwait Petroleum
Corporation, which is in turn wholly owned by the State of Kuwait, holds approximately 18.7% of the
outstanding ordinary shares of the Company.

As long as Kuwait Petroleum Corporation and its affiliates own at least 12.5% of the outstanding ordinary
shares or at least 12.5% of the outstanding voting shares, SFIC Holdings has the right to designate for election
three directors of the Company. If SFIC Holdings’ interest is reduced to less than 12.5% and equal to or greater
than 7.5%, the number of directors that SFIC Holdings will have the right to designate for election is reduced
from three to two. If SFIC Holdings’ interest is reduced to less than 7.5% and equal to or greater than 4%, the
number of directors that SFIC Holdings may designate for election is reduced from two to one. If SFIC Holdings’
interest is reduced to less than 4%, it will not have the right to designate any directors for election to the board of
the Company. For purposes of determining SFIC Holdings” ownership interest in the Company, until SFIC Hold-
ings sells any GlobalSantaFe Ordinary Shares, only ordinary shares outstanding at the completion of the Merger
are included in the calculation of the ownership percentage. Accordingly, reductions in SFIC Holdings’
percentage ownership in the Company as a result of the Company’s issuance of shares will not reduce
SFIC Holdings® board representation.

As a result, Kuwait Petroleum Corporation, through SFIC Holdings, is able to significantly influence the
management and affairs of the Company and all matters requiring shareholder approval, including the election of
the Company’s Board of Directors. This concentration of ownership could delay or deter a change of control of
the Company.

Although the owners of all the ordinary shares after the Merger are entitled to one vote per share, as long as
Kuwait Petroleum Corporation and its affiliates own at least 10% of the outstanding ordinary shares or at least
10% of the outstanding voting shares of the Company, the consent of SFIC Holdings is required to change the
jurisdiction of incorporation of the Company or any existing subsidiary or to incorporate a new subsidiary in a
jurisdiction in a manner materially adversely affecting the rights or interests of Kuwait Petroleum Corporation
and its affiliates. This restriction on the Company may limit its ability to take action it deems to be in the best
interest of its other shareholders.

Some of the Directors of the Company are also Directors or Officers of Kuwait Petroleum Corporation
or its Affiliates and May Have Interests That are in Conflict With the Interests of Other Shareholders

As discussed above, SFIC Holdings has the right to designate for election up to three members of the
Company’s Board of Directors. The Company’s articles of association state that Kuwait Petroleum Corporation
and its affiliated companies have no duty to refrain from competing with the Company. The articles of association
also state that Kuwait Petroleum Corporation and its affiliated companies are not under any duty to present
corporate opportunities to the Company in the event of a conflict, and that corporate opportunities offered to
persons who are directors or officers of the Company and of Kuwait Petroleum Corporation or its affiliates will be
allocated based principally on the capacities in which the individual director or officer is offered the opportunity.
As a result, any director of the Company designated by SFIC Holdings may have potential or actual conflicts that
could affect the process or outcome of board deliberations.

The Company’s Shareholders Have Limited Rights Under Cayman Islands Law

The Company is incorporated under the laws of the Cayman Islands, and its corporate affairs are governed
by its memorandum of association and its articles of association and by the Companies Law (2001 Second

21



Revision) of the Cayman Islands. Principles of law relating to matters such as the validity of corporate
procedures, the fiduciary duties of management, directors and controlling shareholders and the rights of
shareholders differ from those that would apply if the Company were incorporated in a jurisdiction within the
United States. Further, the rights of shareholders under Cayman Islands law are not as clearly established as the
rights of shareholders under legislation or judicial precedent applicable in some U.S. jurisdictions. As a result,
GlobalSantaFe’s shareholders may face more uncertainty in protecting their interests in the face of actions by the
management or directors than they might have as shareholders of a corporation incorporated in a
U.S. jurisdiction.

Employees

The Company had approximately 8,800 employees worldwide at December 31, 2002. The Company
requires highly skilled personnel to operate its drilling rigs and, accordingly, conducts extensive personnel
training and safety programs. A total of 114 of the Company’s local employees in Trinidad, 52 local employees in
Australia and 274 of the Company’s local employees in Nigeria are represented by labor unions. The Company,
through its membership in the U.K. Drilling Contractors Association, has entered into a recognition agreement
with a union representing 1,512 employees in the U.K. sector of the North Sea. At such time as the Company
recommences operations in Venezuela, local rig employees will be represented by a labor union.

Executive Officers of the Registrant

The name, age as of December 31, 2002, and office or offices currently held by each of the executive officers
of the Company are as follows:

Name Age  Office or Offices

Robert E.Rose..................... 64 - Chairman of the Board

C. Stedman Garber, Jr. ... .. ... ... 59 President and Chief Executive Officer

Jon A.Marshall . ................... 51  Executive Vice President and Chief Operating
Officer

Joe E.Boyd ........ T " 60" " Senior Vice President, Human Resources and
Corporate Affairs

Roger B.Hunt ..................... 53  Senior Vice President, Marketing

James L. McCulloch ................ 50  Senior Vice President and General Counsel

W.MattRalls ..................... 53  Senior Vice President and Chief Financial Officer

Marton M. Woolie . ................. 48 Senior Vice President, Operations

Douglas C. Stegall .................. 57  Vice President and Controller

Douglas K. Vrooman................ 52 President of Applied Drilling Technology Inc.

Officers serve for a one-year term or until their successors are elected and qualified to serve. Each executive
officer’s principal occupation has been as an executive officer of the Company or its predecessors, Santa Fe
International or Global Marine, for more than the past five years, with the exception of Messrs. Boyd, Stegall,
Rose and Woolie. Mr. Boyd has been the Company’s Senior Vice President, Human Resources and Corporate
Affairs since November 2001. Previously, he served as the Company’s Vice President, Human Resources and
Corporate Affairs from 1985 until November 2001. Mr. Stegall has been the Company’s Vice President and
Controller since December 2002. Previously, he served in a management transition position from November 2001
to December 2002, following his service as Vice President and Controller of Global Marine from February 2000
until November 2001. Prior to such service, Mr. Stegall was Vice President and Controller of GSFDC. Prior to his
election in November 2001 as the Chairman of the Board, Mr. Rose served as Global Marine’s Chairman since
May 1999 and its President and Chief Executive Officer since May 1998, prior to which he was President and
Chief Executive Officer of Cardinal Services, Inc., an oil services company, since April 1998, and President and
Chief Executive Officer of Diamond Offshore Drilling, Inc. and its predecessor, Diamond M Company, for more
than a decade. Prior to his election in November 2001 as Senior Vice President, Operations of the Company,
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Mr. Woolie served as President of GSFDC since 1998. He Was GSFDC’s Senior Vice President, Sales and
Contracts, from 1997 to 1998, prior to which he was responsible for GSFDC’s North and South American sales.

Executive Management Change

C. Stedman Garber, Jr. has announced his intention to retire from his position as President and Chief
Executive Officer and a director of the Company as of May 6, 2003, the date of the Company’s annual general
meeting. Jon A. Marshall, currently the Company’s Executive Vice President and Chief Operating Officer, will
succeed Mr. Garber as President and Chief Executive Officer and will stand for election as a director of the
Company at the annual general meeting. :

Item 3. Legal Proceedings

Applied Drilling Technology Inc. (““ADTI”), a wholly owned subsidiary of the Company, was a defendant
in a civil lawsuit filed in September 2001 by Newfield Exploration Co. (“Newfield”) and its insurance
underwriters in the United States District Court for the Eastern District of Louisiana. The lawsuit arose out of
damage caused to an offshore well owned by Newfield, which had been drilled by ADTI pursuant to a turnkey
contract. The lawsuit has been dismissed with prejudice by the court, and Newfield has waived its right to appeal.

In 1998, the Company entered into fixed-price contracts with Harland and Wolff Shipbuilding and Heavy
Industries Limited (the “Shipbuilder’) totaling $315 million for the construction of two dynamically positioned,
ultra-deepwater drillships, the Glomar C.R. Luigs and the Glomar Jack Ryan, originally scheduled for delivery in
the fourth quarter of 1999 and first quarter of 2000, respectively. Pursuant to two 20-year capital lease
agreements, the Company subsequently novated the construction contracts for the drillships to two financial
institutions (the “Lessors’), which now own the drillships and lease them to the Company. The Company acted
as the Lessors’ construction supervisor and has paid on behalf of the Lessors, or provided for the Lessors’
payment of, all amounts it believes were required under the terms of the contracts, including payments for all
approved change orders. ‘

In November 1999, because the Company was concerned about the Shipbuilder’s financial viability and the
satisfactory completion of the drillships in a timely manner, the Company agreed to provide additional funding to
the Shipbuilder for completion of the two drillships in exchange for certain assurances by the Shipbuilder and its
parent, Fred. Olsen Energy ASA (the “Funding Agreement”). The Company ultimately provided a total of
$103.1 million under the Funding Agreement.

The Lessors and the Company were involved in arbitration proceedings with the Shipbuilder, in which the
Shipbuilder claimed breach of contract in connection with the Company’s obligations regarding design of the
drillships, the timely delivery to the Shipbuilder of owner furnished equipment and information relating thereto,
change orders and additional compensation for increased steelweight. The Company was involved in an
arbitration proceeding with Fred. Olsen Energy ASA (“Olsen”) relating to disputes under the Funding
Agreement. In February 2003, the Lessors and the Company agreed to pay an additional $8.2 million to the
Shipbuilder and Olsen in exchange for settlement of all outstanding disputes between the parties. This amount is
to be adjusted by reference to the award to be issued by the arbitration tribunal for the cost of completion
arbitration in respect of the Glomar Jack Ryan, subject to a minimum additional payment of $7.7 million and a
maximum additional payment of $10.0 million. In the event that the Company is required to pay the maximum
amount of $10.0 million, total cost of construction will be $485.1 million for the two drillships.

The Company filed a claim in 1993 in the amount of $40.6 million with the United Nations Compensation
Commission (“UNCC”) for losses suffered as a result of the Iraqi invasion of Kuwait in 1990. The claim was for
the loss of four rigs and associated equipment, lost revenue, and miscellaneous expenditures. The Governing
Council of the UNCC has awarded the Company compensation in the amount of $22.1 million in a final, non-
appealable, adjudication of the claim. The Company has been advised that the funds will be paid upon receipt of
a formal request, which has now been made. As a result of this award, the Company recorded a pretax gain of
$22.1 million in the first quarter of 2003.
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Environmental Matters

The Company has certain potential liabilities in the area of claims under the Comprehensive Environmental
Response, Compensation and Liability Act (“CERCLA”) and similar state acts regulating cleanup of various
waste disposal sites, including those described below. CERCLA is intended to expedite the remediation of
hazardous substances without regard to fault. Potentially responsible parties (“PRPs”’) for each site include
present and former owners and operators of, transporters to and generators of the substances at the site. Liability
is strict and can be joint and several.

The Company has been named as a PRP in connection with a site located in Santa Fe Springs, California
known as the Waste Disposal, Inc. site. The Company and other PRPs have agreed with the U.S. Environmental
Protection Agency (“EPA”) and the U.S. Department of Justice (“DOJ”) to settle their potential liabilities for
this site by agreeing to perform the remaining remediation required by EPA. The form of the agreement is a
consent decree which has not yet been lodged or entered by the court. Although the settlement is not final until
the decree is entered by the court, the Company expects the decree to be entered by the Court. The parties to the
settlement have entered into a participation agreement which makes the Company liable for an estimated 7.7% of
the remediation costs. Although the remediation costs cannot be determined with certainty until the remediation
is complete, the consultant advising the group with respect to remediation believes that the remediation costs will
be such that the Company’s share of the remaining remediation costs will be less than $800,000. There are
additional potential liabilities related to the site, but these cannot be quantified, and there is no reason at this time
to believe that they will be material.

The Company has also been named as a PRP in connection with a site in California known as the Casmalia
Resources Site. The Company and other PRPs have entered into an agreement with EPA and DOJ to resolve their
potential liabilities. This agreement is also not final until the agreed-upon Consent Decree is entered by the court,
but it is likely that it will be. Under the settlement, the Company is not likely to owe any substantial additional
amounts for this site beyond what the Company has already paid. There are additional potential liabilities at this
site, but these cannot be quantified at this time, and there is no reason to believe that they will be material.

The Company has been named as one of many PRPs in connection with a site located in Carson, California
formerly maintained by Cal Compact Landfill. On February 15, 2002, the Company was served with a required
90-day notification that eight California cities, on behalf of themselves and other PRPs, intend to commence an
action against the Company under the Resource Conservation and Recovery Act (*“RCRA”). On April 1, 2002, a
Complaint was filed by the cities against the Company and others alleging that they have liabilities in connection’
with the site. However, the Complaint has not been served. The site was closed in or around 1965, and the
Company does not have sufficient information to enable it to assess its potential lability, if any, for this site.

Resolutions of other claims by the U.S. Environmental Protection Agency, the involved state agency and/or
PRPs are at various stages of investigation. These investigations involve determinations of:

* the actual responsibility attributed to the Company and the other PRPs at the site;
s appropriate investigatory and/or remedial actions; and
* allocation of the costs of such activities among the PRPs and other site users.

The Company’s ultimate financial responsibility in connection with those sites may depend on many factors,
including:

* the volume and nature of material, if any, contributed to the site for which the Company is responsible;
* the numbers of other PRPs and their financial viability; and
¢ the remediation methods and technology to be used.

It is difficult to quantify with certainty the potential cost of these environmental matters, particularly in
respect of remediation obligations. Nevertheless, based upon the information currently available, the Company
believes that its ultimate liability arising from all environmental matters, including the liability for all other
related pending legal proceedings, asserted legal claims and known potential legal claims which are likely to be
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asserted, is adequately accrued and should not have a material effect on the Company’s financial position or
ongoing results of operations. Estimated costs of future expenditures for environmental remediation obligations
are not discounted to their present value.

Other Legal Matters

There are no other material pending legal proceedings, other than ordinary routine litigation incidental to the
business of the Company, to which the Company is a party or of which any of its property is the subject.

Item 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of the Company’s security holders during the fourth quarter of
2002.

PART I

Item S. Market for Registrant’s Common Equity and Related Stockholder Matters

The Company’s Ordinary Shares, $.01 par value per share, are listed on the New York Stock Exchange
under the symbol “GSF.” The following table sets forth the high and low sales prices of the Company’s Ordinary
Shares as reported on the New York Stock Exchange Composite Transactions Tape for the calendar periods
indicated. Data for periods prior to November 20, 2001, represents high and low prices for Santa Fe
International’s ordinary shares.

Price per Share

_High  Low

2002
First Quarter ... ... .. .. e $33.13  $25.00
Second QUATTEr . ... .ottt e e 36.40 27.35
Third QUArter . ... .\t i e e 27.15 19.33
Fourth Quarter. . ... ... e e e 26.20 21.90

2001
First QUATtEr . .. ...t $42.40 $27.50
Second QUarter . . ...t e e e e 39.90 29.00
Third Quarter .. ....... ... e 31.55 18.99
Fourth Quarter. . . ... o e 29.72 19.75

On February 28, 2003, the closing price of the Ordinary Shares, as reported by the NYSE, was $22.25 per
share. As of February 28, 2003, there were approximately 2,885 shareholders of record of Ordinary Shares. This
number does not include shareholders for whom shares are held in a nominee or street name.

Dividend Policy

On March 4, 2003, the Company’s Board of Directors increased the dividend for the first quarter of 2003 to
$0.0375 per share, payable on April 15, 2003, to holders of record of Ordinary Shares as of the close of business
on March 31, 2003. The Company (and, prior to November 20, 2001, Santa Fe International) paid a dividend of
$0.0325 per share during each period shown in the table above. The dividends paid in a given quarter relate to the
immediately preceding quarter. The Company’s payment of dividends in the future, if any, will be at the
discretion of the Company’s Board of Directors and will depend on the Company’s results of operations, financial
condition, cash requirements, future business prospects and other factors. There can be no assurance that the
Company will pay dividends in the future.
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Item 6. Selected Financial Data

In the following table, the Company’s operating results for 2002 represent operations of the combined
company. Operating results for 2001 include Global Marine’s operations for the full year and Santa Fe
International’s operations from the November 2001 merger date (42 days). Selected financial data for years prior
to 2001 represents the operations of Global Marine only. As a result, comparisons to prior years’ data may not be
meaningful. In April 2002, the Emerging Issues Task Force (“EITF”) of the Financial Accounting Standards
Board reached a consensus on Issue 01-14, “Income Statement Characterization of Reimbursement Received for
‘Out-of-Pocket’ Expenses Incurred,” requiring that all reimbursements received for out-of-pocket expenses
incurred be characterized as revenue in the income statement. The Company previously recorded certain
reimbursements received from customers as a reduction of the related expenses incurred, and in order to
implement the consensus, certain reimbursements received from customers for the periods presented have been
reclassified as revenues and related operating expenses. Operating income and net income for all periods
presented were not affected by this reclassification. The selected financial data should be read in conjunction with
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the
audited consolidated financial statements and the notes thereto included under “Item 8. Financial Statements and
Supplementary Data.”

GlobalSantaFe Corporation and Subsidiaries
Five-Year Review

2002 2001 2000 1999 1998
(In millions, except per share and operational data)

Financial Performance

Revenues:
Contract drilling .......................... $1,606.5 $ 9604 § 5985 $ 5285 $§ 7595
Drilling management services ............... 400.6 409.3 440.1 3212 485.5
Oilandgas ............ .. it 10.6 13.9 20.1 8.3 3.8
Total revenues ...................... $2,017.7 $1,383.6 $1,0587 $§ 858.0 $1,248.8
Operating income: .
Contract drilling ........... ... ... .. ..... $ 3602 $ 3385 $ 1845 $ 1535 $ 361.7
Drilling management services. .. ............. 28.6 334 - 216 133 (30.7)
Oiland gas ...........c i, 4.8 84 122 2.0 03
Restructuring costs(1) .. ...... ... oo — (22.3) (5.2) — —
Corporate €Xpenses . .. ..o v (61.8) (28.1) (24.6) (25.5) (20.8)
Total operating income .. ............. 331.8 329.9 188.5 143.3 310.5
Other income (expense):
Tnterest eXPense. . .......ooviinnnnnennnn. (57.1) (57.4) (63.6) (56.6) (46.9)
Interest capitalized ........................ 20.5 1.1 26.4 25.9 17.2
Interest income .. .. ......c.ooiiiniiin.. 15.1 13.9 4.0 2.7 33
Gain on sale of assets(2) ................... — 35.6 — — —
Other ......... ... .. . . . . 2.3 (0.6) — — —
Total other income (expense) .......... (19.2) (7.4) (33.2) (28.0) (26.4)
Income before income taxes........... 312.6 3225 155.3 115.3 284.1
Provision for income taxes:
Current income tax provision................ 53.5 22.2 12.4 34 18.5
Deferred income tax provision (benefit)(3) .. ... (18.8) 101.5 29.0 22.4 42.3
Total provision for income taxes ....... 34.7 123.7 41.4 25.8 60.8
Netincome ...........ccovvivnen .. $ 2779 § 1988 $ 1139 $ 895 § 2233
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2002 2001 2000 1999 1998
(In millions, except per share and operational data)

Net income per ordinary share:(4)

Basic ... .. . AR $ 119 $ 152 8§ 098 $ 077 $ 194

Diluted..........o i $§ 118 $ 150 § 095 § 076 $§ 191
Average ordinary shares — Basic(4) ............ 233.7 130.5 116.6 115.7 115.1
Average ordinary shares — Diluted(4)........... 236.5 137.5 1193 117.6 116.9
Cash dividends declared per ordinary share(3).... $ 013 $0.0325 $ — 3 — 3 —
Capital expenditures(6).............c.connunn. $ 5741 § 1584 § 1778 § 4481 $§ 6377
Depreciation, depletion and amortization(7) .. .... $§ 2544 % 1463 §$ 1070 $ 888 § 1039
Financial Position (end of year)
Working capital . ....... e $ 6568 § 7222 $ 2215 § 634 $ 1170
Properties and equipment, net ................. $4,194.0 $3,8907.6  $1,940.1 $1,868.6 $1,512.1
Total assets . ......c.oovviir i $5,808.2  $5,5289 $2,396.8 $22645 $1971.6
Long-term debt, including capital lease obligation $ 9419 § 9292 3 9186 $ 9553 $ 7684
Shareholders’ equity ............. ..o, $4,2342  $4,033.2  $1,270.9 S$1,135.0  $1,040.4
Operational Data
Average rig utilization — marine(8) ............ 89% 93% 84% 76% 96%
Average rig utilization —land(8)............... 69% 84% NA NA NA
Average dayrate — marine(9).................. $72400 $75300 $59,000 $59,600 $71,100
Average dayrate —land(9) .. .................. $17,100 $16,500 NA NA NA
Number of active rigs — marine (end of year) . ... 58 58 33 31 31
Number of active rigs — land (end of year)(10). . . 30 30 NA NA NA
Turnkey wells drilled ........................ 78 97 122 76 77
Turnkey well completions .................... 20 22 27 16 4

Number of employees (end of year) ............ 8.800 8,700 2,700 2,400 2,700

(1) Restructuring costs for 2001 represent estimated restructuring costs associated with Global Marine recorded in connection with the
Merger.

(2) Includes a $35.1 million gain on the sale of the Glomar Beaufort Sea I concrete island drilling system, which was sold in June 2001.

(3) Includes a $47.2 million charge incurred in the fourth quarter of 2001 for increased valuation allowances, partially offset by adjustments
to prior years’ tax contingencies.

(4) Income per share data for years prior to 2001 has been restated to reflect the effect of the exchange ratio of 0.665 established in the
merger agreement.

(5) In 2001, cash dividends declared per ordinary share included a regular quarterly cash dividend of $0.0325 per ordinary share approved
by the Company’s Board of Directors in December 2001. Global Marine historically did not pay dividends on its common stock.

(6) Capital expenditures for 2002 included approximately $12.8 million of capital expenditures related to the Company’s rig building
program that had been accrued but not paid as of December 31, 2002.

(7) In 1999, the Company increased the estimated useful lives of certain of its drilling rigs. The effect of the change was to reduce 1999
depreciation expense by approximately $27.2 million.

(8) The average rig utilization rate for a period represents the ratio of days in the period during which the rigs were under contract to the
total days in the period during which the rigs were available to work.

(9) Average dayrate is the ratio of contract drilling revenues less non-rig related revenues divided by the aggregate contract days, adjusted to
exclude days under contract at zero dayrate. Non-rig related revenues, consisting mainly of cost reimbursements, were $74.9 million,
$26.5 million, $14.4 million, $20.8 million and $17.1 miliion for 2002, 2001, 2000, 1999 and 1998, respectively. Inclusion of these
amounts in the average dayrate calculation would increase the amount reported for each of the years specified by $2,100, $2,500, $2,700,
$2,900 and $2,100 per day for 2002, 2001, 2000, 1999 and 1998, respectively, for the Company’s marine rigs and $900 and $2,100 per
day for 2002 and 2001, respectively, for the Company’s land rigs. Global Marine had no land rig operations prior to the Merger in
November 2001.

(10) Excludes Rig 159, which was held for sale as of December 31, 2002.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The Company is a leading worldwide oil and gas drilling contractor, owning or operating a high quality,
technologically advanced fleet of over 100 marine and land drilling rigs. The Company’s fleet currently includes
13 floating rigs, 44 cantilevered jackup rigs, 31 land rigs and one platform rig. In addition, the Company or its
affiliates operate 11 platform rigs for third parties and it participates in a joint venture that operates two
semisubmersible rigs for third parties. The Company provides offshore oil and gas contract drilling services to the
oil and gas industry worldwide on a daily rate (“dayrate”) basis. The Company also provides offshore oil and gas
drilling management services on either a dayrate or completed-project, fixed-price (“turnkey”) basis, as well as
drilling engineering and drilling project management services, and it participates in oil and gas exploration and
production activities.

Critical Accounting Policies

The Company’s consolidated financial statements are impacted by the accounting policies used and the
estimates and assumptions made by management during their preparation. The following is a discussion of the
Company’s most significant accounting policies as well as the use of estimates.

Properties and Depreciation

Rigs and Drilling Equipment. Capitalized costs of rigs and drilling equipment include all costs incurred in
the acquisition of capital assets including allocations of interest costs incurred during periods that assets are under
construction. Expenditures for maintenance and repairs are charged to expense as incurred. Costs of property sold
or retired and the related accumulated depreciation are removed from the accounts; resulting gains or losses are
included in income.

Jackup drilling rigs and semisubmersibles are depreciated over lives ranging from 15 to 30 years, with
salvage values of $0.5 million and $1.0 million, respectively, per rig. All land drilling rigs are depreciated over
15-year lives with no salvage value. Drillships, with the exception of the Glomar Explorer, are depreciated over
20-year lives, with salvage values of $1.0 million per rig. The Glomar Explorer is being depreciated over
approximately 28 years, which represents the time that remained on its 30-year lease as of the date it entered
service following its conversion to a drillship, with no salvage value.

The Company reviews its long-term assets for impairment when changes in circumstances indicate that the
carrying amount of the asset may not be recoverable, in accordance with Statement of Financial Accounting
Standards (““SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-lived Assets.”
SFAS No. 144, among other things, requires that long-lived assets and certain intangibles to be held and used be
reported at the lower of carrying amount or fair value and establishes criteria to determine when a long-lived asset
is classified as available for sale. Assets to be disposed of and assets not expected to provide any future service
potential to the Company are recorded at the lower of carrying amount or fair value less cost to sell.

Oil and Gas Properties. The Company uses the full-cost method of accounting for oil and gas exploration
and development costs. Under this method of accounting, the Company capitalizes all costs incurred in the
acquisition, exploration, and development of oil and gas properties and amortizes such costs, together with
estimated future development and dismantlement costs, using the units-of-production method. »

Revenue Recognition

The Company’s contract drilling business provides crewed rigs to customers on a dayrate basis. Dayrate
contracts can be for a specified period of time or the time required to drill a specified well or number of wells.
Revenues and expenses from dayrate drilling operations, which are classified under contract drilling services, are
recognized on a per-day basis as the work progresses. Lump-sum fees received as compensation for the cost of
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relocating drilling rigs from one major operating area to another, whether received up-front or upon termination
of the drilling contract, are recognized as earned, which is generally over the term of the related drilling contract.

The Company also designs and executes specific offshore drilling or well-completion programs for
customers at fixed prices under short-term “‘turnkey” contracts. Revenues and expenses from turnkey contracts,
which are classified under drilling management services, are earned and recognized upon completion of each
contract using the completed contract method of accounting.

Income Taxes

The Company is a Cayman Islands company. The Cayman Islands does not impose corporate income taxes.
Consequently, income taxes have been provided based on the tax laws and rates in effect in the countries in which
operations are conducted and income is earned. The income taxes in these jurisdictions vary substantially. The
Company’s effective tax rate for financial statement purposes will continue to fluctuate from year to year as the
Company’s operations are conducted in different taxing jurisdictions. The Company’s ability to realize the benefit
of its deferred tax assets requires that the Company achieve certain future earnings levels prior to the expiration of
its net operating loss (“NOL”) carryforwards.

The Company has not provided for U.S. deferred taxes on the unremitted earnings of its U.S. subsidiaries
and their controlled foreign corporations (“U.S. Subsidiaries”) that are permanently reinvested. Should the
Company make a distribution from the unremitted earnings of its U.S. Subsidiaries, the Company would be
required to record additional U.S. deferred taxes.

In certain circumstances, management expects that, due to the changing demands of the offshore drilling
markets, the Company’s mobile assets are more likely than not to be redeployed to other locations before those
assets operate in certain jurisdictions long enough to give rise to future tax consequences. As a result, no deferred
tax liability has been recognized on the earnings from these assets. In addition, the Company has not provided for
U.S. deferred taxes on foreign earnings that could be taxed in the United States upon the occurrence of certain
events in a future period. The Company plans, subject to approval by its Board of Directors, to implement a
business restructuring that will better integrate the operations of the Company. This integration will change the
U.S. tax classification of certain of its subsidiaries before the occurrence of any events that could give rise to a tax
liability. Should management’s expectations change regarding the length of time a mobile asset will be operating
in a given location, or should the Company choose not to implement the planned business restructuring, the
Company would be required to record additional deferred taxes that could have a material adverse effect on its
financial position, results of operations and cash flows.

Goodwill

The Company accounts for goodwill in accordance with the provisions of SFAS No. 142, “Goodwill and
Other Intangible Assets.” The Company has defined reporting units within its contract drilling segment based
upon economic and market characteristics of these units. All of the goodwill recorded in connection with the
Merger has been allocated to the jackup drilling fleet reporting unit, as these rigs were the primary source of
value in the Merger discussions and negotiations. The estimated fair value of this reporting unit for purposes of
the Company’s annual goodwill impairment testing is based upon the present value of its estimated future net
cash flows, utilizing a discount rate based upon the Company’s cost of capital.

Stock-Based Compensation

The Company accounts for its stock option and stock-based compensation plans using the intrinsic-value
method prescribed by Accounting Principles Board (“APB”) Opinion No. 25. Accordingly, the Company
computes compensation cost for each employee stock option granted as the amount by which the quoted market
price of the Company’s common stock on the date of grant exceeds the amount the employee must pay to acquire
the stock. The amount of compensation cost, if any, is charged to income over the vesting period. No
compensation cost has been recognized for any of the Company’s outstanding stock options, all of which have
exercise prices equal to the market price of the stock on the date of grant.
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Pension Cost and Other Postretirement Benefits

The Company’s pension costs and liabilities are actuarially determined based on certain assumptions
including expected long-term rates of return on plan assets, rate of increase in future compensation levels and the
discount rate used to compute future benefit obligations. The expected long-term rate of return on plan assets
used to compute pension cost was 9% for 2002, 2001 and 2000. The assumed rate of increase in future
compensation levels was 4.5% for 2002 and 2001, and 6.0% for 2000. The discount rate used to compute the
projected benefit obligation was 6.75% for 2002, 7.25% for 2001 and 7.5% for 2000. The Company’s policy is to
use a discount rate comparable to rates of return on high-quality fixed-income investments currently available and
expected to be available during the period to maturity of the Company’s pension benefits. Actuarial gains and
losses resulting from experience different from these assumptions or from changes in these assumptions are
amortized over the remaining service period of active employees expected to receive benefits under the plans.
Actual results could differ materially from estimated amounts. For a discussion of the components of the
Company’s net periodic pension cost and the funded status of the Company’s pension plans, see Note 9 of Notes
to the Consolidated Financial Statements.

As of December 31, 2002, the Company had an unrecognized net actuarial loss of $109.9 million. This loss
will be recognized in net periodic pension cost over the estimated remaining service lives of the active
participants in the plans. Approximately $11 million of this loss is expected to be recognized in 2003.

The calculation of other postretirement benefits costs and liabilities includes the weighted-average annual
assumed rate of increase in the per capita cost of covered medical benefits. These assumptions are based on data
available to management at the time these assumptions are made. Actual results could differ materially from
estimated amounts.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make certain estimates and assumptions. These estimates and assumptions affect the carrying
values of assets and liabilities and disclosures of contingent assets and liabilities at the balance sheet date and the
amounts of revenues and expenses recognized during the period. Actual results could differ from such estimates.

Key estimates used by management in this report include:

Allowance for doubtful accounts. The Company estimates its allowance for doubtful accounts based on
analysis of historical collection activity. Factors that may affect this estimate include changes in the financial
position of a major customer or significant changes in the prices of oil or natural gas.

Depreciation and amortization. The Company depreciates its rigs and equipment over their remaining
estimated useful lives. The Company’s estimates of these remaining useful lives may be affected by such factors
as-changing market conditions, technological advances in the industry or changes in regulations governing the
industry.

Tax estimates. The Company’s ability to realize the benefit of its deferred tax assets requires that the
Company achieve certain future earnings levels prior to the expiration of its NOL carryforwards. The Company
has established a valuation allowance against the future tax benefit of a portion of its NOL carryforwards and
could be required to record an additional valuation allowance if market conditions deteriorate and future earnings
are below, or are projected to be below, its current estimates.

Turnkey drilling estimates. The Company typically relies on detailed cost estimates created by project
engineering staff to compute and book profits on turnkey drilling projects based on known revenues. These cost
estimates are adjusted when final actual project costs have been determined, which may result in adjustments to
previously recorded amounts.

Accrued claims and liabilities. 'The Company estimates its accrued claims and liabilities based on the facts
and circumstances specific to the claims and past experience with similar claims. The actual outcome of litigated
claims could differ significantly from estimated amounts.
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Fair values of financial instruments. The Company estimates the fair values of its financial instruments
based on available third-party market quotes for its financial instruments or market quotes based on financial
instruments with similar characteristics. Where market quotes are unavailable, the Company bases its estimates of
fair values on the net present value of estimated future cash flows.

Cash flow estimates. The Company’s estimates of future cash flows are based on the most recent currently
available market and operating data for the applicable asset or reporting unit at the time the estimate is made. In
addition to fair value calculations discussed above, cash flow estimates are also used to determine certain tax-
related valuations and for asset impairment analyses. Actual results could ditfer materially from these estimated
amounts.

Merger with Santa Fe International

On November 20, 2001, Global Marine merged with a subsidiary of Santa Fe International and became a
wholly owned subsidiary of Santa Fe International, which was renamed GlobalSantaFe Corporation at the time of
the Merger.

The Merger was accounted for as a purchase business combination in accordance with accounting principles
generally accepted in the United States of America. As the stockholders of Global Marine owned slightly over
50% of GlobalSantaFe after the Merger, Global Marine was considered the acquiring entity for accounting
purposes. Accordingly, the historical basis of Global Marine in its assets and liabilities has been carried forward
to the consolidated financial statements of the Company. The assets and liabilities of Santa Fe International were
recorded at estimated fair market value at the date of the Merger in the consolidated financial statements of the
Company, with the excess of the purchase price over the sum of such fair values recorded as goodwill.

In connection with the Merger, the Company implemented a restructuring program that included the
consolidation of Santa Fe International’s administrative office in Dallas, Texas, Global Marine’s administrative
office in Lafayette, Louisiana, and Global Marine’s administrative office in Houston, Texas, into a single
administrative office in Houston, the consolidation of Santa Fe International’s and Global Marine’s North Sea
administrative offices in Aberdeen, Scotland and the separation of 167 employees from the Company. The
employee functions affected were primarily corporate support in nature and included accounting, information
technology, and employee benefits, among others. Approximately 60% of the affected positions were located in
Dallas, 23% were located in Houston and Lafayette, and the remaining 17% were located in Aberdeen.
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Estimated restructuring costs associated with Global Marine were recorded as a pretax charge in the fourth
quarter of 2001. Changes in estimated costs, consisting mainly of refinements of cost estimates, and payments
related to these restructuring costs for the year ended December 31, 2002, are summarized as follows:

Office Closures Directors’
Employee and Consolidation Separation and
Restructuring Costs: Severance Costs of Facilities Other Costs(1) Total

($ in millions)

Houston and Lafayette Offices:
Number of Employees — 38

Liability at 12/31/01 .............. $82 $ 4.1 $25 $148
Changes in estimated costs ......... 2.2) 2.6 (0.5) 0.1
2002 payments . . ..., (2.6) 2.1) — 4.7
Liability at 12/31/02 .............. 34 4.6 2.0 10.0

Aberdeen Office:
Number of Employees — 16

Liability at 12/31/01 .............. 0.9 0.2 0.1 1.2

Changes in estimated costs . ........ 0.1 0.3 0.1 0.1

2002 payments .. ..., (0.7) (0.5) — (1.2)

Liability at 12/31/02 .............. 0.1 — — 0.1

Total:

Number of Employees — 54

Liability at 12/31/01 .............. 9.1 43 2.6 16.0

Changes in estimated costs . ........ 2.3) 2.9 (0.6) —

2002 payments .. ................. (3.3) (2.6) — (5.9)

Liability at 12/31/02 .............. 835 - 546 - - $20-- o $ 10—

(1) The liability at December 31, 2002, included $2.0 million of special termination costs related to certain retirement plans,
which were included in Other long-term liabilities in the Consolidated Balance Sheets.

Estimated costs associated with Santa Fe International’s employee severance and closure of its Dallas and
Aberdeen offices were recognized as a liability assumed in the purchase business combination and included in the
cost of acquisition in accordance with the provisions of SFAS No. 141, “Business Combinations.” Changes in
estimated costs, consisting primarily of costs associated with employee terminations and further employee
relocation costs, and payments related to this liability for the year ended December 31, 2002, are summarized as
follows:

Office Closures Directors’

Employee Employee and Consolidation Separation and
Purchase Price: Separation Costs Relocation Costs  of Facilities(1) Other Costs Total

($ in millions)

Number of Employees — 113

Liability at 12/31/01 ......... $ 95 $54 $11.5 $09 $273
Changes in estimated costs . . . . 4.8 2.8 — 0.4) 7.2
2002 payments. ............. (11.6) (1.7 (1.2) (0.2) (20.7)
Liability at 12/31/02 ......... 8 27 0.5 10.3 $03 $13.8

|
|
|

(1) The liability at December 31, 2002, included $7.6 million related to the Dallas office lease obligation, which was included
in Other long-term liabilities in the Consolidated Balance Sheets.
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In addition to the amounts in the above table, Santa Fe International paid $10.0 million in 2001 to
SFIC Holdings in consideration for SFIC Holdings’ consent to the Merger. This consent was required pursuant to
an intercompany agreement with Kuwait Petroleum Corporation and SFIC Holdings that required the consent of
SFIC Holdings to, among other things, significant corporate actions by Santa Fe International, including the
issuance of equity securities, sale of significant assets or a change in the corporate domicile of Santa Fe
International or any of its subsidiaries.

Operating Results

The Company’s operating results for 2002 represent the first full year of operations: of the combined
company, while the Company’s results of operations for 2001 include Global Marine’s operations for the full
year and Santa Fe International’s operations from November 20, 2001 (42 days). The Company’s results of
operations for 2000 represent the operations of Global Marine only. As a result, year-to-year comparisons may
not be meaningful.

In April 2002, the Emerging Issues Task Force (“EITF”) of the Financial Accounting Standards Board
reached a consensus on Issue 01-14, “Income Statement Characterization of Reimbursement Received for
‘Out-of-Pocket’ Expenses Incurred.” The EITF consensus requires that all reimbursements received for out-of-
pocket expenses incurred be characterized as revenue in the income statement. The Company previously recorded
certain reimbursements received from customers as a reduction of the related expenses incurred. In connection
with the implementation of the consensus on this issue, the Company has reclassified certain reimbursements
received from customers for the years ended December 31, 2001 and 2000, as revenues and related operating
expenses to conform to the 2002 presentation. Operating income and net income for all periods presented were
not affected by this reclassification. Amounts classified as revenues and expenses for 2002 pursuant to this
consensus and the amounts of revenues and expenses reclassified by segment for each prior period presented are
as follows (in millions):

Year Ended December 31,
2002 2001 2000
Contract drilling . . . ..ottt $749 $265 3144

Drilling management SEIVICeS . ... .. ..ovvut e et iiitie e 11.3 7.1 4.5
$86.2 $342 §$189

Summary

Data relating to the Company’s operations by business segment follows:

Increase Increase
2002 (Decrease) 2001 (Decrease) 2000
(% in millions)
Revenues:
Contract drilling .. ................ $1,619.0 66% $ 974.1 61% $ 603.6
Drilling management .............. 416.8 0% 417.3 (% 450.1
Oiland gas . ......... ... ...t 10.6 24)% 13.9 GB1H% 20.1
Less: Intersegment revenues ........ (28.7) 2% (21.7) 44% (15.1)
$2,017.7 46%  $1,383.6 31% $1,058.7
Operating income:
Contract drilling . ................. $ 360.2 6% $ 338.5 83% $ 184.5
Drilling management .............. 28.6 (14 % 334 55% 21.6
Oilandgas ...................... 4.8 43)% 8.4 (B1D% 12.2
Restructuring costs .. .............. — (100)% (22.3) 329% (5.2)
Corporate expenses. . .............. {61.8) 120% (28.1) 14% (24.6)
$ 331.8 1% § 3299 75% $ 188.5




‘Operating income in 2002 increased by $1.9 million to $331.8 million from $329.9 million in 2001, due
primarily to the inclusion of $168.7 million attributable to the full-year operations of the Santa Fe International
drilling fleet. Excluding the contribution from the Santa Fe fleet, operating income decreased by $166.8 million
due primarily to lower dayrates and utilization in the U.S. Gulf of Mexico, increases in repair and maintenance
expenses, reduced turnkey drilling activity, lower average oil and gas prices and an increase in corporate
expenses. Operating income for 2002 included $22.7 million of transition expenses, which are costs incurred in
connection with the Merger and subsequent integration of Global Marine and Santa Fe International. Such costs
are not considered to be indicative of the Company’s ongoing operations. Operating income for 2001 included a
$22.3 million charge in connection with a restructuring program related to the Merger.

Operating income in 2001 increased by $141.4 million to $329.9 million from $188.5 million in 2000.
Approximately $114.6 million of this increase was attributable to Global Marine’s operating results, and
$26.8 million was attributable to Santa Fe International’s operating results from the date of the Merger. The
increase in Global Marine’s operating income in 2001 as compared to 2000 was primarily attributable to the full-
year results of the Glomar C.R. Luigs and Glomar Jack Ryan drillships, which were added to the Company’s fleet
in April 2000 and December 2000, respectively, along with increases in average dayrates and rig utilization.
These increases were offset in part by the $22.3 million restructuring charge related to the Merger noted above.

In August 2002, the existing drilling contract for the Glomar Jack Ryan ultra-deepwater drillship was
assigned by the Company’s customer to their Australian subsidiary to drill a series of deepwater wells on the
western and southern coasts of Australia. To facilitate the assignment of this contract, the Company was paid
© $21.7 million, which is being amortized over the remaining contract term expiring August 1, 2003.

In February 2002, the Company sold the Key Bermuda jackup drilling rig to Nabors Drilling International
Limited for approximately $29 million, less selling costs of approximately $5 million. The carrying value of the
Key Bermuda was adjusted to its estimated market value in the consolidated financial statements of the Company
at the time of the Merger and, therefore, no gain or loss was recorded as a result of this sale.

In June 2001, the Company completed the sale of the Glomar Beaufort Sea I concrete island drilling system
to Exxon Neftegas Limited for $45.0 million, resulting in a pretax gain in the amount of $35.1 million.

Pro Forma Financial Information

The following unaudited condensed consolidated pro forma results for the years ended December 31, 2001
and 2000, has been prepared as if the Merger had occurred on January 1, 2000. Revenues for both periods have
been reclassified pursuant to EITF Issue 01-14 discussed above. If Global Marine and Santa Fe International had
merged on this date, GlobalSantaFe might have performed differently. The pro forma financial information
should not be relied on as an indication of the financial position or results of operations that the Company would
have achieved had the Merger taken place at a different date or of the future results that the Company will
achieve.

Year Ended
December 31,
2001 2000

(In millions,
except per share data)

REVEIIUES .\ o oo e e e $2,058.5 $1,658.0
Operating inCoMe . .. .. .ottt e e e e 497.7 293.7
Income before inCOmMe taXes. . .. ..ottt e ettt et et e e 525.1 276.0
NEtINCOTNE . ...ttt e e e e e e e 377.8 232.6
Earnings per ordinary share:
BaSIC i e § 162 § 1.00
Diluted . ... e $ 159 $ 098

The pro forma information includes adjustments for additional revenue based on the fair market value of
certain drilling contracts acquired, elimination of goodwill amortization, additional depreciation based on the fair
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market value of drilling rigs and other property and equipment acquired and related adjustments for income taxes,
reflecting the incremental benefit attributable to the effect of the Company’s tax structure on the earnings of the
combined companies.

Backlog

The Company’s contract drilling backlog at December 31, 2002, totaled approximately $1.2 billion, of
which approximately $800 million is expected to be realized in 2003. Contract drilling backlog at December 31,
2001 was $1.4 billion.

Market Conditions

The drilling business has historically been cyclical, marked by periods of low demand, excess rig supply and
low dayrates, followed by periods of high demand, short rig supply and increasing dayrates. These cycles are
highly volatile and are traditionally influenced by a number of factors, including oil and gas prices, the spending
plans of the Company’s customers and the highly competitive nature of the offshore drilling industry. Even when
rig markets appear to have stabilized at a certain level of utilization and dayrates, these markets can change
swiftly, making it difficult to predict trends or conditions in the market. The relocation of rigs from weak markets
to stable or strong markets may also have a significant impact on utilization and dayrates in the affected markets.
A summary of current market conditions in the Company’s areas of operations follows:

North Sea. The Company currently operates three semisubmersibles, five cantilevered heavy-duty harsh
environment jackups, three cantilevered jackups and a platform rig in the North Sea market. Utilization and
dayrates for both jackups and semisubmersibles have declined in this market following the announcement of tax
law. changes in the United Kingdom, the recent period of reorganization and asset sales among our clients, and
- the reassessment of production targets by our clients. The Company expects continued weakness in this market
and anticipates that several of its rigs currently under contract in this area will either continue to receive low
dayrates, or be idle when their current contracts expire. The Company also expects jackup dayrates to soften in
the first quarter of 2003, and anticipates semisubmersible and jackup market weakness to continue throughout
2003, likely resulting in intermittent periods of idle time for a portion of its rigs. In the fourth quarter of 2002, the
Company mobilized one of its semisubmersibles that had previously been operating in this market to a shipyard
in Poland.for painting and other maintenance, after which it will be cold-stacked in Scotland.

U.S. Gulf of Mexico. The Company currently operates two semisubmersibles and ten cantilevered jackups
in the U.S. Gulf of Mexico market, which is characterized by short-term contracts. Although the U.S. Gulf of
Mexico jackup market has historically reacted to changes in natural gas prices, recent high natural gas prices have
thus far had little effect on utilization, and this market is currently experiencing significant idle capacity for both
jackups and semisubmersibles. One of the Company’s semisubmersibles in this market is currently committed
until June 2003, and the other is operating under a contract that expires in the first quarter of 2003. Dayrates for
Jjackup rigs marginally improved during the first half of 2002 but have weakened slightly since that time. Despite
this market weakness, the Company’s ten jackups in the U.S. Gulf of Mexico experienced 96% utilization in the
fourth quarter of 2002 while generally maintaining market dayrates.

Ultra-deepwater drillship market. The Company currently operates three drillships in the ultra-deepwater
markets in the U.S. Gulf of Mexico (two units) and Australia (one unit). The worldwide ultra-deepwater market is
currently oversupplied, and the contracts of numerous units in this class worldwide are expected to expire in 2003
and 2004. There are presently fewer oil companies pursuing operations in ultra-deepwater, and several oil
companies with these types of rigs under contract have offered them to other oil companies at subsidized
dayrates. While the Company’s ultra-deepwater drillships have been operating under long-term contracts, one
contract will expire in April 2003, to be followed by a 60-day contract at a significantly reduced dayrate, and the
contracts of the other two drillships will expire in the third quarter of 2003. The Company currently has no long-
term commitments for its drillships following these expirations.
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West Africa. The Company currently operates two semisubmersibles and nine cantilevered jackups in this
market. One of the Company’s semisubmersibles in this market is contracted through 2003, while the other is
contracted through a substantial portion of 2003. While jackup dayrates and utilization remained firm in this
market throughout most of 2002, recent jackup contract early terminations in Nigeria and possible rig relocations
into this market may cause dayrates and utilization to decline in the West Africa market. Although the Company
is facing the potential for lower dayrates and utilization for its nine jackups, four of its jackups in this market are
contracted through 2003.

Middle East and Mediterranean. The Company currently operates six cantilevered jackups in the Middle
East region and two cantilevered jackups in the Mediterranean region offshore North Africa, with one additional
cantilevered jackup being mobilized to the Mediterranean. Although both markets appear to be stable, contracts
on two of these rigs expire in the first quarter of 2003 and the current contract on an additional rig expires in the
second quarter of 2003. The Company’s moored driliship is cold-stacked in Malta.

Southeast Asia. The Company currently operates six cantilevered jackups in Southeast Asia. Four of these
jackups are contracted beyond the end of 2003, with a fifth jackup rig contracted until the fourth quarter of 2003.
The remaining jackup concluded a contract in the first quarter of 2003 and will undergo modifications and
upgrades in a Singapore shipyard, with no contract commitment thereafter. Although the market is generally
balanced in this region and utilization remains high, the Company has observed a reduction in dayrates in recent
contract placements.

Other. In Northeast Canada, the Company currently operates one semisubmersible and one heavy-duty
harsh environment jackup. The semisubmersible is undergoing upgrades and modifications during the first quarter
of 2003 prior to the mid-2003 commencement of a two-year contract. The jackup is under contract until the
fourth quarter of 2003. In Trinidad and Tobago, the Company currently operates one cantilevered Jackup under a
contract expiring in the second quarter of 2003.

Land drilling fleet. 'The Company owns 31 land drilling rigs, with 19 of these located in the Middle East
(Rig 159, located in the Middle East, is held for sale), four in North Africa and eight in Venezuela. All but three
of the active rigs in the Middle East were under contract at the start of 2003, but the Company anticipates that
utilization and dayrates for the Middle East and North Africa land rig markets may experience some softening in
the first and second quarters of 2003.

In March 2003, the Company suspended drilling operations and evacuated its employees from Kuwait in
response to the threat of war in Iraq. Although the suspension of drilling operations is not expected to have a
material impact on the Company’s results of operations for the first quarter of 2003, the Company estimates,
based on current contracts and commitments, that its results of operations for each subsequent quarter will be
negatively impacted by approximately $0.03 per diluted ordinary share for each full quarter that operations are
suspended. Should the threat of war continue, or if hostilities break out, the Company may be forced to evacuate
employees in other countries in the region, possibly resulting in the termination of some contracts.

Venezuela has been experiencing labor strikes and demonstrations and in 2002 experienced an attempt to
overthrow the government. The implications and results of the political, economic and social instability in
Venezuela are uncertain at this time, but the instability has had and is expected to continue to have an adverse
effect on this market. None of the Company’s land rigs located in Venezuela are currently operating.

Future Market for Newbuilds

The GSF Constellation I, the first of the Company’s two high-performance jackups currently under
construction, is scheduled for delivery during the second quarter of 2003, while the GSF Development Driller |,
the first of two ultra-deepwater semisubmersibles also under construction, and the GSF Constellation II are
scheduled for delivery around the end of the first quarter of 2004. Although the Company has options for
construction of additional jackup and uiltra-deepwater semisubmersible units beyond these four, it does not intend
to exercise these options. The Company’s ability to obtain contracts for its newbuild rigs and the terms of such
contracts will depend on market conditions at the time these rigs are available for contract. The Company is
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actively marketing the GSF Constellation I and the GSF Development Driller I. While the Company believes that
its newbuild rigs will have substantial advantages in efficiency and capability over competitive equipment in the
industry, it can provide no assurance that it will be able to obtain contracts for all of its new rigs or that the
contract terms will be similar to those for similar equipment in current market conditions.

Contract Drilling Operations

Data with respect to the Company’s contract drilling operations follows:

Increase Increase
2002 (Decrease) 2001(2) (Decrease) 2000(3)

(% in millions, except for average dayrates)

Contract drilling revenues by area:(1)

NorthSea ........................ § 4534 187%  $ 158.0 120% $ 719
U.S. Guif of Mexico ............... 342.0 (25)% 458.7 28% 3574
West Africa................ e 210.3 23% 170.7 59% 107.1
Middle East .............. ... ..... 173.2 640% 23.4 na —
Southeast Asia ........ ... ii.nn. 122.7 837% 131 na —
South America .................... 39.2 (30)% 127.4 288% 32.8
Other .......... ... ... .. 228.2 901% 22.8 (34)% 34.4
$1,619.0 66% $ 974.1 61% § 603.6
Average rig utilization
Marine rigs . .......ocviiiii, 89% 93% 84%
Landrigs..........cooovveenn... B 69% 84% NA
Average dayrate(4): '
Marine rigs . .......ooviiviin. ... $ 72,400 $75,300 $59,000
Landrigs......................... $17,100 $16,500 NA

(1) Includes revenues earned from affiliates.

(2) Includes the results of Global Marine for the full-year 2001 and the results of Santa Fe International from November 20,
2001 (42 days).

(3) Reflects the pre-Merger results of Global Marine only.
(4) See note (9) under “Item 6. Selected Financial Data.”

Year Ended December 31, 2002, Compared to Year Ended December 31, 2001

Contract drilling revenues increased by $644.9 million to $1,619.0 million in 2002 compared to $974.1 mil-
lion in 2001 due primarily to $686.8 million from the addition of the Santa Fe International rigs to the Company’s
drilling fleet, partially offset by lower dayrates and utilization in the U.S. Gulf of Mexico.

For 2002, 2001 and 2000, respectively, the Company’s average offshore utilization for its drilling rigs in the
U.S. Gulf of Mexico was 90%, 94% and 100%. The average utilization for rigs located in the North Sea was
85%, 88% and 62%, respectively, for 2002, 2001 and 2000. For the same periods, rigs located offshore West
Africa averaged 86%, 97% and 77%, respectively, and rigs in South America averaged 100%, 94% and 100%,
respectively. The Company’s utilization rate for 2002 averaged 82% in Southeast Asia and 97% in the Middle
East. Global Marine’s offshore fleet did not operate in Southeast Asia or the Middle East during 2001 or 2000.
The Company’s land drilling utilization rates averaged 69% for 2002 and 84% for the 42 days in 2001.

The Company’s operating profit margin for contract drilling operations decreased to 22% in 2002, from 35%
in 2001 due primarily to the addition of land drilling operations, which have historically operated at substantially
lower margins than the Company’s offshore fleet, and lower average dayrates in the U.S. Gulf of Mexico, along
with an increase in depreciation expense due to the adjustment of the carrying values of the Santa Fe International

37



rigs to their estimated market value in connection with the Merger. In addition, the Company’s contract drilling
operating results for 2002 were impacted by accelerated repair and maintenance expenditures on several rigs that
were relocating, undergoing upgrades or idle, as well as a painting and maintenance project on one of its
semisubmersibles. In accordance with its normal practice, the Company is taking advantage of idle rig time in the
North Sea and elsewhere to perform repair, maintenance and upgrade work on several of its idle rigs, which will
result in a continuation of this increased level of repair and maintenance costs in the first quarter of 2003.

The Company recorded approximately $14.8 million of Merger-related transition expenses in its contract
drilling operations during 2002, which represent costs incurred as part of the integration of the operations of
Global Marine and Santa Fe International. Such costs are not considered to be indicative of the Company’s
ongoing operations.

Along with the addition of the Santa Fe International drilling fleet, the mobilization of rigs between
geographic areas also affected each area’s revenues over the periods indicated. Subsequent to the Merger, the
Company’s mobilization of rigs was as follows: one jackup from the U.S. Gulf of Mexico to Trinidad in
December 2001 and back to the U.S. Gulf of Mexico in August 2002; one drillship from the U.S. Gulf of Mexico
to Trinidad in March 2002, back to the U.S. Gulf of Mexico in May 2002 and to Australia in September 2002;
one jackup from Trinidad to the North Sea in May 2002; one jackup from Trinidad to West Africa in July 2002;
one semisubmersible from the North Sea to the east coast of Canada in July 2002; and one jackup from the North
Sea to West Africa in November 2002. Prior to the Merger, Global Marine mobilized one drillship from offshore
Peru to West Africa in April 2000, one drillship from West Africa to the U.S. Gulf of Mexico in June 2000, one
jackup from West Africa to the U.S. Gulf of Mexico in February 2001, one drillship from Trinidad to the
U.S. Guif of Mexico in May 2001, one semisubmersible from Canada to the North Sea in May 2001, one jackup
from the U.S. Guif of Mexico to West Africa in July 2001 and one jackup from the U.S. Gulf of Mexico to
Trinidad in September 2001.

As of January 31, 2003, 14 of the Company’s offshore drilling rigs were located in the U.S. Gulf of Mexico;
12 rigs, including its platform rig, were located in the North Sea; 11 were offshore West Africa; six were in the
Middle East; six were in Southeast Asia; two were offshore North Africa with one en route; two were off the
northeast coast of Canada; one was offshore Trinidad and Tobago; one was off the western coast of Australia; one
was cold-stacked in Malta and one was undergoing a painting and maintenance project in a shipyard in Poland,
after which it will be cold-stacked in Scotland.

As of January 31, 2003, 19 of the Company’s 31 land rigs were located in the Middle East; eight were in
South America and four were in North Affica.

As of January 31, 2003, 53 of the Company’s 58 offshore rigs were either committed or under contract, and
19 of the Company’s 31 land rigs were under contract. '

Year Ended December 31, 2001, Compared to Year Ended December 31, 2000

Contract drilling revenues increased by $370.5 million in 2001 to $974.1 million compared to $603.6 mil-
lion in 2000. Approximately $274.6 million of this increase was attributable to Global Marine’s fleet, and
$95.9 million was attributable to Santa Fe International’s fleet from the Merger date. Of the $274.6 million
increase in Global Marine’s contract drilling revenues in 2001 as compared to 2000, $104.3 million was
attributable to the addition of the Glomar C.R. Luigs drillship in April 2000 and the Glomar Jack Ryan drillship
in December 2000, $95.1 million was attributable to an increase in average dayrates, $67.5 million was
attributable to an increase in average rig utilization and $7.7 million was attributable to an increase in
reimbursable revenues. The increase in average dayrates in 2001 as compared to 2000 was primarily due to
operations in West Africa and the U.S. Gulf of Mexico, and the increase in average rig utilization was primarily
due to operations in West Africa and the North Sea. Of the $95.9 million in contract drilling revenues attributable
to Santa Fe International’s fleet, $75.3 million was attributable to marine rigs and $20.6 million was attributable
to land rigs.

Operating income and operating margin increased to $338.5 million and 35%, respectively, for 2001
compared to $184.5 million and 31%, respectively, for 2000. Operating expenses increased by $216.5 million to
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$635.6 million in 2001 from $419.1 million in 2000. Approximately $148.9 million of this increase was
attributable to Global Marine’s fleet, and $67.6 million was attributable to Santa Fe International’s fleet from the
Merger date. The increase in Global Marine’s contract drilling operating expenses in 2001 as compared to 2000
was primarily due to higher operating costs in connection with the full-year operations of the Glomar C.R. Luigs
and the Glomar Jack Ryan drillships, an increase in rig utilization and full-year crewed operations of the GSF
Arctic I (formerly the Maersk Jutlander), which was being leased from the Company under a bareboat charter for
most of 2000. Under this bareboat charter, the Company provided the customer with the rig, and the customer
used its own crews to operate the rig.

Drilling Management Services
Year Ended December 31, 2002, Compared to Year Ended December 31, 2001

Drilling management services revenues decreased by $0.5 million to $416.8 million in 2002 from
$417.3 million in 2001. The decrease in revenues consisted of a $59.8 million decrease attributable to fewer
turnkey projects completed, partly offset by a $32.0 million increase attributable to higher average revenues per
turnkey project and a $27.3 million increase in daywork, reimbursable and other revenues. The Company
completed 98 turnkey projects in 2002 (78 wells drilled and 20 well completions) as compared to 119 turnkey
projects in 2001 (97 wells drilled and 22 well completions).

Drilling management services operating income decreased by $4.8 million to $28.6 million in 2002 from
$33.4 million in 2001, and operating margin decreased to 6.9% in 2002 from 8.0% in 2001. These decreases were
due primarily to the deferral of turnkey profit totaling $16.3 million and $9.9 million for 2002 and 2001,
respectively, related to wells in which CMI was either the operator or held a working interest. Excluding the
deferral of this profit, drilling management services operating income increased by $1.6 million to $44.9 million
for 2002 from $43.3 million in 2001, due primarily to improved turnkey drilling performance in 2002 as
compared to 2001. The Company incurred losses totaling $3.1 million on five of the 98 turnkey projects
completed in 2002 compared to losses totaling $13.5 million on 11 of the 119 turnkey projects completed in
2001. The Company also recognized $2.1 million of estimated losses in the fourth quarter of 2002 related to a
well in progress at December 31, 2002, that the Company completed at a loss in the first quarter of 2003.

Year Ended December 31, 2001, Compared to Year Ended December 31, 2000

Drilling management services revenues decreased by $32.8 million to $417.3 million in 2001 from
$450.1 million in 2000. Approximately $33.5 million of this decrease was attributable to Global Marine’s
operations, offset by a $0.7 million increase attributable to operations of Santa Fe International after the Merger.
The decrease in Global Marine’s revenues consisted of a $77.3 million decrease attributable to a decrease in the
number of turnkey projects, partly offset by a $25.3 million increase attributable to higher average revenues per
turnkey project and an $18.5 million increase attributable to daywork, reimbursable and other revenues. The,
Company completed 119 turnkey projects in 2001 (97 wells drilled and 22 well completions) as compared to
149 projects in 2000 (122 wells drilled and 27 well completions).

Operating income for drilling management services increased by $11.8 million to $33.4 million in 2001
from $21.6 million in 2000, and operating profit margin increased to 8.0% in 2001 from 4.8% in 2000. Of the
$11.8 million increase in drilling management services operating income for 2001 as compared to 2000,
$11.3 million was attributable to Global Marine, and $0.5 million was attributable to the operations of Santa Fe
International from the Merger date. The increase in operating margin in 2001 as compared to 2000 was due in
part to the Company incurring fewer loss wells in 2001 as compared to 2000. The Company incurred losses
totaling $13.5 million on 11 of the 119 turnkey projects in 2001 as compared to losses totaling $18.1 million
incurred on 18 of the 149 turnkey projects during 2000.

Also contributing to the increase in the Company’s operating margin in 2001 as compared to 2000 was a
turnkey well drilled in the North Sea in December 2000. The turnkey drilling contract guaranteed the Company
recovery of its turnkey drilling costs upon completion of the well and included a provision for additional revenue
based on production from the well. The Company received $4.1 million of additional revenue from this well in
the fourth quarter of 2001, all of which was operating profit.
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Results of operations from the Company’s drilling management services may be limited by certain factors,
in particular the ability of the Company to find and retain qualified personnel, to hire suitable rigs at acceptable
rates, and to obtain and successfully perform turnkey drilling contracts based on competitive bids. The
Company’s ability to obtain turnkey drilling contracts is largely dependent on the number of such contracts
available for bid, which in turn is influenced by market prices for oil and gas, among other factors. Accordingly,
results of the Company’s drilling management service operations may vary widely from quarter to quarter and
from year to year.

Other Income and Expense

General and administrative expenses increased to $58.4 million in 2002 as compared to $26.0 million in
2001 due primarily to increases in personnel from the inclusion of Santa Fe International operations as a result of
the Merger, transition expenses and an increase in pension expense. Transition expenses included in general and
administrative expenses totaled approximately $7.9 million in 2002. Transition expenses for 2001 were not
material. Transition expenses, which represent costs incurred as part of the integration of the operations of Global
Marine and Santa Fe International, are not considered to be indicative of the Company’s ongoing operations.
Pension expense included in general and administrative expenses increased to $10.1 million in 2002 as compared
to $3.5 million in 2001 due primarily to the inclusion of expenses related to legacy Santa Fe International plans,
lower returns on plan assets and plan changes to conform benefits under the legacy pension plans as a result of the
Merger.

General and administrative expenses increased by $3.4 million to $26.0 million in 2001 from $22.6 million
in 2000. Approximately $2.0 million of this increase was attributable to the operations of Santa Fe International
after the Merger, and $1.4 million was attributable to Global Marine. The increase in Global Marine’s general
and administrative expenses was primarily due to an increase in information systems costs and professional fees,
partly offset by lower compensation expense.

Interest expense was $57.1 million for 2002, $57.4 million for 2001 and $63.6 million for 2000. Interest
expense was essentially flat in 2002 as compared to 2001. The decrease in interest expense from 2000 to 2001
reflects lower effective interest rates for the year 2001 due to the issuance ofthe Zero- Coupon Convertible
Debentures in June 2000 as well as lower average debt balances.

The Company capitalized approximately $20.5 million of interest costs in 2002 in connection with the
Company’s rig expansion program discussed in “Liquidity and Capital Resources — Financing and Investing
Activities.” The Company capitalized interest costs of $1.1 million in 2001 in connection with the construction of
these rigs. Global Marine capitalized interest costs of $26.4 million in 2000 in connection with the construction
of the Glomar C.R. Luigs and Glomar Jack Ryan drillships.

Interest income increased to $15.1 million in 2002 from $13.9 million in 2001 due to increased average
cash, cash equivalents and marketable securities balances, primarily as a result of the Merger, and cash generated
from operations, offset in part by lower interest rates earned in 2002 on the Company’s cash, cash equivalents and
marketable securities balances. Interest income increased to $13.9 million in 2001 from $4.0 million in 2000
primarily due to higher average cash balances and short-term investments in 2001 as compared to 2000.

In June 2001, the Company completed the sale of the Glomar Beaufort Sea I concrete island drilling system
to Exxon Neftegas Limited for $45.0 million, resulting in a pretax gain in the amount of $35.1 million.

Other income totaled $2.3 million in 2002, due primarily to net gains totaling $4.0 million recorded on
embedded derivative financial instruments associated with two-year variable-dayrate contracts for two of the
Company’s cantilevered jackups. See discussion in “Item 7A — Quantitative and Qualitative Disclosures About
Market Risk — Commodity Price Risk.” The net gains in 2002 were offset in part by a $1.1 million loss on the
sale of long-term marketable securities related to one of the Company’s retirement plans.

Income Taxes

The Company’s effective tax rate was approximately 11% for the year ended December 31, 2002, as
compared to 38% in 2001. Global Marine’s effective tax rate was 27% in 2000. The lower effective tax rate for
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2002 was due in part to the addition of the Santa Fe International operations, which increased earnings in
international jurisdictions that are taxed at generally lower rates. The effective tax rate was further lowered by
approximately $27 million of reduced annual tax costs related to intercompany debt incurred in connection with
the Merger. In 2001, the Company recorded a valuation allowance against the NOL carryforwards of Global
Marine and its subsidiaries. The effect of that valuation allowance was to increase 2001 tax expense by
$47.2 million. The Company’s ability to realize the benefit of Global Marine’s U.S. NOL carryforwards requires
that the Company achieve a certain level of future earnings in the United States prior to the expiration of its NOL
carryforwards. Reduced activity levels in the U.S. Gulf of Mexico in 2001 contributed to a decrease in the
expected future earnings of the Company’s U.S. subsidiaries. Also, as a result of the Merger, the expiration dates
of the Company’s NOL carryforwards were accelerated by one year, decreasing the number of years available to
fully utilize the NOL carryforwards before they expire. Based upon currently anticipated market conditions in the
United States, the Company did not adjust the valuation allowance against the U.S. NOL carryforwards of Global
Marine in 2002.

The Company is a Cayman Islands company. The Cayman Islands does not impose corporate income taxes.
Consequently, income taxes have been provided based upon the tax laws and rates in effect in the countries in
which operations are conducted and income is eamed. The income taxes imposed in these jurisdictions vary
substantially. The Company’s effective tax rate for financial statement purposes will continue to fluctuate from
year to year as the Company’s operations are conducted in different taxing jurisdictions.

In certain circumstances, management expects that, due to the changing demands of the offshore drilling
markets, the Company’s mobile assets are more likely than not to be redeployed to other locations before those
assets operate in certain jurisdictions long enough to give rise to future tax consequences. As a result, no deferred
tax liability has been recognized on the earnings from these assets. In addition, the Company has not provided for
U.S. deferred taxes on foreign earnings that could be taxed in the United States upon the occurrence of certain
events in a future period. The Company plans, subject to approval by its Board of Directors, to implement a
business restructuring that will better integrate the operations of the Company. This integration will change the
U.S. tax classification of certain of its subsidiaries before the occurrence of any events that could give rise to a tax
liability. Should management’s expectations change regarding the length of time a mobile asset will be operating
in a given location, or should the Company choose not to implement the planned business restructuring, the
Company would be required to record additional deferred taxes that could have a material adverse effect on its
financial position, results of operations and cash flows.

The Company intends to permanently reinvest all of the unremitted earnings of its U.S. Subsidiaries in their
businesses. As a result, the Company has not provided for deferred taxes on $1.2 billion of cumulative unremitted
earnings at December 31, 2002. Should the Company make a distribution from the unremitted earnings of its
U.S. Subsidiaries, the Company would be required to record additional U.S. deferred taxes that could have a
material adverse effect on its financial position, results of operations and cash flows.

The Company believes the positions taken on its tax returns with regard to the taxability of its subsidiaries
are reasonable; however, it can provide no assurance that its positions will not be challenged or that, if
challenged, it would prevail.

In 2002 and 2003, various changes to the U.S. federal income tax code were proposed that, if enacted, could
adversely affect the Company’s United States federal income tax position. Many of the proposed changes target
United States corporations that have expatriated to a foreign jurisdiction and would in certain cases treat such
corporations as United States corporations for United States federal income tax purposes. Several of the proposals
would have retroactive application and would treat the Company as a United States corporation. Some of the
proposals would impose additional limitations on the deductibility for United States federal income tax purposes
of certain intercompany transactions, including intercompany interest expense.

At this time, it is impossible to predict what changes, if any, may be enacted, and if enacted, what effect it
may have on the Company. However, there is a risk that changes to U.S. tax laws could substantially increase the
income tax costs of the Company. If this were to occur, such changes could have a material adverse effect on the
Company’s financial position and future results of operations.
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Transactions With Affiliates

In connection with the initial public offering of Santa Fe International, Santa Fe International entered into an
intercompany agreement with Kuwait Petroleum Corporation and SFIC Holdings, which agreement was amended
in connection with the Merger. The intercompany agreement, as amended, provides that, as long as Kuwait
Petroleum Corporation and its affiliates, in the aggregate, own at least 10% of the Company, the consent of SFIC
Holdings is required to change the jurisdiction of any existing subsidiary of the Company or incorporate a new
subsidiary in any jurisdiction in a manner materially adversely affecting the rights or interests of Kuwait
Petroleum Corporation and its affiliates or reincorporate the Company in another jurisdiction. The intercompany
agreement, as amended, also provides SFIC Holdings the right to designate up to three representatives to the
Company’s Board of Directors based on SFIC Holdings’ ownership percentage in the Company and provides
SFIC Holdings rights to access information concerning the Company. At December 31, 2002, SFIC Holdings
held approximately 18.7% of the outstanding ordinary shares of the Company.

The Company provides contract drilling services in Kuwait to the Kuwait Oil Company, K.S.C. (“KOC™'), a
subsidiary of Kuwait Petroleum Corporation, and also provides contract drilling services to a partially owned
affiliate of KOC in the Kuwait-Saudi Arabian Partitioned Neutral Zone. Such services are performed pursuant to
drilling contracts containing terms and conditions and rates of compensation which materially approximate those
that are customarily included in arm’s-length contracts of a similar nature. In connection therewith, KOC
provides the Company rent-free use of certain land and maintenance facilities and has committed to providing
same, subject to the availability of the maintenance facilities, through the current term of the drilling contracts
and extensions thereof as may be agreed. In relation to its drilling business in Kuwait, the Company has an
agency agreement with a subsidiary of Kuwait Petroleum Corporation that obligates the Company to pay an
agency fee based on a percentage of revenues. The Company believes the terms of this agreement are more
favorable than those which could be obtained with an unrelated third party in an arm’s-length negotiation, but the
value of such terms is currently immaterial to the Company’s results of operations.

During the year ended December 31, 2002, the Company earned revenues from KOC and its affiliate for
performing contract drilling services in the ordinary course of business totaling $62.7 million and paid $586,000
of agency fees pursuant to such agency agreement. During the period following the Merger until December 31,
2001, the Company earned revenues from KOC and its affiliate totaling $6.9 million and paid $80,000 of agency
fees. At December 31, 2002 and 2001, the Company had accounts receivable from affiliates of Kuwait Petroleum
Corporation of $11.1 million and $9.9 million, respectively.

Liquidity and Capital Resources
Sources of Liquidity

The Company’s primary sources of liquidity are its cash and cash equivalents, marketable securities and
cash generated from operations. As of December 31, 2002, the Company had $736.5 million of cash, cash
equivalents and marketable securities, all of which was unrestricted. The Company had $707.9 million in cash,
cash equivalents and marketable securities at December 31, 2001, all of which was unrestricted. Cash generated
from operating activities totaled $551.1 million, $413.1 million and $280.6 million for the years ended
December 31, 2002, 2001 and 2000, respectively.

Financing and Investing Activities

The Company has definitive contracts with PPL Shipyard PTE, Ltd. of Singapore for construction of two
-ultra-deepwater semisubmersibles and two high-performance jackups, with options for two additional similarly
priced semisubmersibles, and up to four additional jackups, the first two of which are similarly priced. The
Company does not intend to exercise these options. Estimated cash outlays in connection with construction of the
two ultra-deepwater semisubmersibles, excluding capitalized interest, startup costs, capital spares and mobiliza-
tion costs, are expected to total approximately $570 million, or $285 million per rig. Of the $570 million,
$297 million had been incurred as of December 31, 2002. A total of approximately $188 million is expected to be
incurred in 2003, and an additional $85 million is expected to be incurred in 2004. Estimated cash outlays in
connection with the construction of two high-performance jackups, excluding capitalized interest, startup costs,
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capital spares and mobilization costs, are expected to total approximately $264 million, or $132 million per rig.
Of the $264 million, $154 million had been incurred as of December 31, 2002. A total of approximately
$95 million is expected to be incurred in 2003, and an additional $15 million is expected to be incurred in 2004.
The first of two high-performance jackups, the GSF Constellation I, is expected to be delivered during the second
quarter of 2003, and the first of two ultra-deepwater semisubmersibles, the GSF Development Driller I, is
expected to be delivered around the end of the first quarter 2004. The Company expects to fund the construction
and startup of these rigs from its existing cash and marketable securities balances and future cash flow from
operations.

None of the four vessels that the Company has under construction or has firm commitments to build has
secured a contract for deployment upon completion. While the Company believes that its newbuild rigs will have
substantial advantages in efficiency and capability over competitive equipment in the industry, it can provide no
assurance that it will be able to obtain contracts for all of its new rigs or that the contract terms will be similar to
those for similar equipment in current market conditions. The Company is actively marketing the GSF
Constellation I and the GSF Development Driller I.

Other significant financing and investing activities during the year ended December 31, 2002, were as
follows:

* Completed the sale of the Key Bermuda jackup drilling rig in the first quarter of 2002 to Nabors Drilling
International Limited for $29 million, less selling costs of approximately $5 million.

* Received approximately $35 million (including accrued interest), net of $7 million in sales commissions
and payments to minority owners, in the first quarter of 2002, related to the 2001 sale of the Glomar
Beaufort Sea [ concrete island drilling system, which was sold to Exxon Neftegas Limited in June 2001.
The Company sold the Glomar Beaufort Sea I for $45 million and received $5 million at closing. The
remaining amount, plus interest, was recorded as a receivable, which was classified in Other assets in the
Consolidated Balance Sheet at December 31, 2001,

* Repurchased and retired 2,374,600 ordinary shares in the third quarter of 2002 pursuant to the Company’s
share repurchase program at an aggregate purchase price, including commissions, of $51.4 million.

* Paid quarterly dividends of $0.0325 per ordinary share for the fourth quarter of 2001 and the first three
quarters of 2002. These dividend payments totaled $30.4 million for the year ended December 31, 2002.

* Announced in December 2002 that the Company’s Board of Directors declared a regular quarterly cash
dividend in the amount of $0.0325 per ordinary share. The dividend in the amount of $7.6 million was
paid on January 15, 2003, to shareholders of record as of the close of business on December 31, 2002.

* Funded approximately $30.7 million of accrued pension liabilities related to various pension plans in July
2002. As a result of, and at the time of, this payment, the Company was approximately 100% funded with
respect to its accumulated benefit obligation as of January 1, 2002.

The Company’s debt to capitalization ratio, calculated as the ratio of total debt, including undefeased
capitalized lease obligations, to the sum of total shareholders’ equity and total debt, was 18.2% at December 31,
2002, compared to 18.8% at December 31, 2001. The Company’s total debt includes the current portion of its
capitalized lease obligation, which totaled $1.8 million at both December 31, 2002 and 2001.

In January 2003, the Company entered into a lease-leaseback arrangement with a European bank related to
the Company’s Britannia cantilevered jackup. Pursuant to this arrangement, the Company leased the Britannia to
the bank for a five-year term for a lump-sum payment of approximately $37 million, net of origination fees of
approximately $1.5 million. The bank then leased the rig back to the Company for a five-year term, under which
the Company will make annual lease payments of $8.0 million, payable in advance. The Company has classified
this arrangement as a capital lease.

On February 11, 2003, the Company issued $250 million of 5% Notes due 2013 (the “5% Notes”) and
received cash proceeds of approximately $247.6 million after deduction for discount, underwriting fees and
estimated expenses. The Company plans to use the funds for general corporate purposes. Interest on the 5% Notes
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is payable on February 15 and August 15 of each year beginning on August 15, 2003. No principal payments are
required with respect to the 5% Notes prior to their final maturity date. The Company has agreed to file a
registration statement with the Securities and Exchange Commission relating to an offer to exchange the
3% Notes for registered notes having substantially identical terms.

On a pro forma basis, assuming that the Company completed the 5% Note offering and the lease-leaseback
arrangement discussed above on December 31, 2002, the Company’s cash and marketable securities balances
would have totaled $1,021.1 million; total debt, including capitalized lease obligations, would have been
$1,231.6 million; and the Company’s debt to capitalization ratio would have been 22.5%.

Cash Flows

In 2002, cash flow provided by operating activities totaled $551.1 million. An additional $93.4 million was
provided from the sales of properties and equipment, $63.6 million was provided from maturities of marketable
securities, net of purchases, $27.3 million was provided from the issuance of ordinary shares, primarily in
connection with the exercise of employee stock options and $6.4 million was provided from other sources,
primarily bank overdrafts. From the $741.8 million sum of cash inflows, $561.3 million was used for capital
expenditures, $51.4 million was used to purchase the Company’s ordinary shares as part of the Company’s share
repurchase program and $30.4 million was used for dividend payments.

In 2001, cash flow provided by operating activities totaled $413.1 million. An additional $190.7 million,
representing Santa Fe International’s cash and cash equivalents balances at November 20, 2001, was received in
the Merger, $13.2 million was provided from the sales of properties and equipment and $7.6 million was
provided from the exercise of employee stock options. From the $624.6 million sum of cash inflows,
$158.4 million was used for capital expenditures, $24.5 million was used for purchases of marketable securities,
net of maturities and $7.7 million was used for other purposes.

In 2000, cash flow provided by operating activities totaled $280.6 million. An additional $292.6 million was
provided from the issuance of the Zero Coupon Convertible Debentures (after deduction for legal, accounting and
underwriting fees), $14.0 million was provided from exercises of employee stock options and $3.3 million was
provided from other sources. From the $590.5 million sum of cash inflows, $349.9 million was used to reduce
long-term debt, $177.8 million was used for capital expenditures and $1.8 million was used for other purposes.

Future Cash Requirements

As of December 31, 2002, the Company had total long-term debt, including the current portion of its capital
lease obligation, of $943.7 million and shareholders’ equity of $4.2 billion. Long-term debt consisted of
$327.2 million (net of discount) Zero Coupon Convertible Debentures due 2020, $301.3 million (net of discount)
7Ys% Notes due 2007, $296.7 million (net of discount) 7% Notes due 2028 and a capital lease obligation,
including the current portion, totaling $18.5 million. The Company was in compliance with its debt covenants at
December 31, 2002.

Annual interest on the 7% Notes is $21.4 million, payable semiannually each March and September.
Annual interest on the 7% Notes is $21.0 million, payable semiannually each June and December. Annual
interest on the 5% Notes issued in February 2003 is $12.5 million, payable semiannually each February and
August, beginning August 15, 2003. No principal payments are due under all three issues until the maturity date.

The Company may redeem the 7'%% Notes, the 7% Notes and the 5% Notes in whole at any time, or in part
from time to time, at a price equal to 100% of the principal amount thereof plus accrued interest, if any, to the
date of redemption, plus a premium, if any, relating to the then-prevailing Treasury Yield and the remaining life
of the notes. The indentures relating to the 5% Notes, the Zero Coupon Convertible Debentures, 7'/3% Notes and
7% Notes contain limitations on the Company’s ability to incur indebtedness for borrowed money secured by
certain liens and on its ability to engage in certain salefleaseback transactions. The Zero Coupon Convertible
Debentures, 7'/s% Notes and 7% Notes continue to be obligations of Global Marine. The Company has not
guaranteed any of these obligations.
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The Zero Coupon Convertible Debentures were issued at a price of $499.60 per debenture, which represents
a yield to maturity of 3.5% per annum to reach an accreted value at maturity of $1,000 per debenture. The
Company has the right to redeem the debentures in whole or in part on or after June 23, 2005, at a price equal to
the issuance price plus accrued original issue discount through the date of redemption. Each debenture is
convertible into 8.125103 GlobalSantaFe Ordinary Shares (4,875,062 total shares, as restated to reflect the effect
of the exchange ratio established in the Merger) at the option of the holder at any time prior to maturity, unless
previously redeemed. Holders have the right to require the Company to repurchase the debentures on June 23,
2005, June 23, 2010, and June 23, 2015, at a price per debenture of $594.25 on June 23, 2005, $706.82 per
debenture on June 23, 2010, and $840.73 per debenture on June 23, 2015. These prices represent the accreted
value through the date of repurchase. The Company may pay the repurchase price with either cash or stock or a
combination thereof. The Company does not anticipate using stock to satisfy any such future purchase obligation.

Capital expenditures for 2003 are currently estimated to be approximately $598 million, including
$317 million in connection with the construction of the four newbuild marine rigs, $107 million for major
upgrades to the marine fleet, $127 million for maintenance capital expenditures, $38 million for capitalized
interest and $9 million for other capital expenditures.

The Company has various commitments primarily related to its debt and capital lease obligations, leases for
office space and other property and equipment as well as commitments for construction of drilling rigs. The
Company expects to fund these commitments with cash generated from operations, but may use a portion of the
proceeds of the 5% Notes to satisfy these obligations.

The following table summarizes the Company’s contractual obligations at December 31, 2002, giving effect
to the 5% Notes and the Britannia lease discussed in “Financing and Investing Activities.”

Payments Due by Period

Less than After
Contractual Obligation Total 1 Year 1-2 Years 3-4 Years 4 Years
(In millions) _

Principal payments on long-term debt(1).......... $1,2066 § — $ — $3566 $ 8500
Interest payments........... ... ... . .. 767.6 48.8 54.9 54.9 609.0
Capital lease obligations(2)..................... 82.4 9.8 9.8 9.8 53.0
Non-cancellable operating leases ................ 62.1 11.9 10.8 9.8 29.6
Drilling rig construction commitments(3) ......... 383.0 283.0 100.0 — —
Total contractual obligations . ................. $2,501.7 $353.5 $175.5 $431.1 $1,541.6

(1) Represents cash payments required. Long-term debt is recorded net of unamortized discount at December 31, 2002.
Holders of the Zero Coupon Convertible Debentures have the right to require the Company to repurchase the debentures
as early as June 23, 2005.

(2) Represents cash payments required. Obligation is recorded at net present value at December 31, 2002.

(3) See discussion of newbuild construction commitments in “Financing and Investing Activities.”

In August 2002, the Company’s Board of Directors authorized the Company to repurchase up to
$150 million of its ordinary shares from time to time depending on market conditions, the share price and other
factors. At December 31, 2002, $98.6 million of this authorized amount remained available for future purchases.

As part of the Company’s goal of enhancing long-term shareholder value, the Company has from time to
time considered and actively pursued business combinations and the acquisition or construction of suitable
additional drilling rigs and other assets. If the Company decides to undertake a business combination or an
acquisition or additional construction projects, the issuance of additional debt or additional shares could be
required.
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The Company believes it will be able to meet all of its current obligations, including working capital
requirements, capital expenditures and debt service, from its existing cash and marketable securities balances, the
net proceeds from its 5% Notes and future cash flow from operations.

Recent Accounting Pronouncements

In 2001, the Financial Accounting Standards Board (“FASB™’) issued SFAS No. 142, “Goodwill and Other
Intangible Assets,” SFAS No. 143, *“Accounting for Asset Retirement Obligations” and SFAS No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets.” The Company adopted the provisions of
SFAS No. 142 and SFAS No. 144 effective January 1, 2002.

SFAS No. 142 primarily addresses the accounting for goodwill and intangible assets subsequent to their
initial recognition. The key provisions of SFAS No. 142:

* Eliminate the amortization of goodwill and indefinite-lived intangible assets;

* Require that goodwill and indefinite-lived intangible assets be tested at least annually for impairment (and
in interim periods if certain events occur indicating that the carrying value of goodwill and/or indefinite-
lived intangible assets may be impaired); and .

¢ Require that reporting units be identified for the purpose of assessing potential future impairments of
goodwill.

At December 31, 2002, Goodwill in the Company’s Condensed Consolidated Balance Sheet totaled
approximately $386.9 million, substantially all of which was recorded in connection with the Merger. The
Company has defined reporting units within its contract drilling segment based upon economic and market
characteristics of these units. All of the goodwill recorded in connection with the Merger has been allocated to
the jackup drilling fleet reporting unit, as these rigs were the primary source of value in the Merger discussions
and negotiations. The estimated fair value of this reporting unit for purposes of the Company’s annual goodwill
impairment testing is based upon the present value of its estimated future net cash flows, utilizing a discount rate
based upon the Company’s cost of capital. The Company has completed its goodwill impairment testing for 2002
and was not required to record a goodwill impairment loss. The amortization of goodwill existing before the
Merger was immaterial.

SFAS No. 143 establishes accounting standards for the recognition and measurement of liabilities in
connection with asset retirement obligations, and is effective for fiscal years beginning after June 15, 2002. The
Company does not anticipate that the required adoption of SFAS No. 143 in 2003 will have a material effect on
its results of operations, financial position or cash flows.

SFAS No. 144 addresses financial accounting and reporting for the impairment or disposal of long-lived
assets. SFAS No. 144, among other things:

* Establishes criteria to determine when a long-lived asset is held for sale, including a group of assets and
liabilities that represents the unit of accounting for a long-lived asset classified as held for sale;

* Provides guidance on the accounting for a long-lived asset if the criteria for classification as held for sale
are met after the balance sheet date but before the issuance of the financial statements; and

* Provides guidance on the accounting for a long-lived asset classified as held for sale.

The adoption of SFAS No. 144 did not have a material impact on the Company’s results of operations,
financial position or cash flows.

In May 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44 and 64,
Amendment of FASB Statement No. 13, and Technical Corrections.” The Company adopted SFAS No. 145 in
the second quarter of 2002. SFAS No. 145, among other things, addresses the criteria for the classification of
extinguishment of debt as an extraordinary item and addresses the accounting treatment of certain sale-leaseback
transactions. The adoption of SFAS No. 145 did not have a material impact on the Company’s results of
operations, financial position or cash flows.
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Item 8. Financial Statements and Supplementary Data

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Sharehoiders of GlobalSantaFe Corporation

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, shareholders’ equity and cash flows present fairly, in all material respects, the financial position of
GlobalSantaFe Corporation and subsidiaries (the “Company”’) at December 31, 2002 and 2001, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 2002, in
conformity with accounting principles generally accepted in the United States of America. These financial
statements are the responsibility of the Company’s management; our responsibility is to express an opinion on
these financial statements based on our audits. We conducted our audits of these statements in accordance with
auditing standards generally accepted in the United States of America, which require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and
evalnating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion. :

PRICEWATERHOUSECOOPERS LLP

Houston, Texas
March 21, 2003
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GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Year Ended December 31,
2002 2001(1) 2000(1)
(In millions, except per share data)

Revenues:
Contract drilling . ... . .. $1,606.5 $ 9604 $§ 5985
Drilling management ... ..........cuetiirii e 400.6 409.3 440.1
Ol and aS ..ottt 10.6 13.9 20.1
Total TeVENUES .. ..ottt e 2,017.7 1,383.6 1,058.7
Expenses:
Contract drilling . ....... .. ... i 997.6 480.0 313.7
Drilling management ... ..........ouumt it 371.9 375.7 418.3
Olland gas ... o e e 3.6 34 34
Depreciation, depletion, and amortization .. ..................c..... 254.4 146.3 107.0
ReStructuring CoStS . ...t — 223 5.2
General and administrative . . .......... ... i 58.4 26.0 22.6
1,685.9 1,053.7 870.2
Operating INCOME . . ... oottt 3318 329.9 188.5
Other income (expense):
INterest EXPENSE . . . .ottt e (57.1) (57.4) (63.6)
Interest capitalized ......... ... ... . . . i 20.5 1.1 264
Interest INCOMIE . . .. ... o e e e e 15.1 13.9 4.0
Gainonsale of @ssets. ... ..t — 35.6 —
Other . . 2.3 0.6) . —
Total other income (EXPENSE) . . . .\ v vttt it ieeeaanees (19.2) (1.4) (33.2)
Income before income taxes. ... ....... ..ot 312.6 3225 155.3
Provision for income taxes:
Current inCOME tax PrOVISION . . ..t vvvt i teit e it et iie e 53.5 222 - 124
Deferred income tax provision (benefit) ........... ... ... ... ... .. (18.8) 101.5 29.0
Total provision for income taxes .. .........ovriiinnneennenon.. 34.7 123.7 41.4
NEtIMCOIMIE . .o\ttt e e e e e e et e $ 2779 $ 1988 § 1139
Earnings per ordinary share:
BasiC .. $ 119 $ 152 § 0982
Diluted . . ... e $ 118 $ 150 $ 0.952)

(1) Results for 2001 include the operations of the Company since the November 2001 merger date (42 days). Resuits for 2000 reflect the
operations of Global Marine Inc. only.

(2) Earnings per ordinary share for 2000 have been restated to reflect the effect of the exchange ratio of 0.665 established in the Merger (see
Note 1).

See notes to consolidated financial statements.
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GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
Current assets:
Cash and cash equivalents ... ... . i i e
Marketable SeCUIItIES ... .. vttt ittt e e e e e

Accounts receivable, less allowance for doubtful accounts of $3.4 in 2002 and $3.2 in
2000 . e

Costs incurred on turnkey drilling contracts in progress ............c..cooveneeenn...
Prepald eXpPenses. . ... ...t e
Future income tax benefits. . ... ... . .
Other CUTTENE @SSEIS . .. .o\ttt e e et e

Properties and equipment:

Rigs and drilling equipment, less accumulated depreciation of $926.6 in 2002 and $683.0
M 2000 .

CONSIIUCHION 1M PIOBIESS . . vt vt ettt ettt ettt e e e e e et e e et e e
Oil and gas properties, full-cost method, less accumulated depreciation, depletion, and
amortization of $20.2 in 2002 and $19.3in 2001 ....... .. ... .. ... .l

Net properties and €qQUIPITENT . ... ... vttt ittt et

Current liabilities:
ACCOUNLS Payable . . . .t e
Accrued compensation and related employee costs ....... ... ... o il
Accrued INCOME TAXES . v . vt vttt e e e e e s e e
Accrued INMEFEST .. ... . e e

Total current Habilities . .. ..ot e e e

Long-termdebt . .. ... . i
Capital lease obligation .. ........ ... ... L
Deferred INCOME LAXES . . oo vt it ittt e e et e et e e
Other long-term Habilities . ... .. .. ..t e
Commitments and contingencies (NOte 5) .. .. ... i i i
Shareholders’ equity:

Ordinary shares, $0.01 par value, 600 million shares authorized, 232,889,001 shares and
233,490,149 shares issued and outstanding at December 31, 2002 and 2001,
TESPECTIVELY L vttt e

Additional paid-in capital. . ... ... . e
Retained arnings . ... ..ottt e
Accumulated other comprehensive 1oss. .. ... ... .

Total shareholders’ equity .........c.. i i e
Total liabilities and shareholders’ equity............ ... .. ... . ... ...

See notes to consolidated financial statements.
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December 31,

2002

2001

($ in millions)

$ 6770 $ 5783
59.5 129.6
346.3 376.3

9.1 5.0
49.6 22.0
0.7 23
34 26.5

1,145.6 1,140.0

3,710.9 3,7353
472.0 1559
11.1 6.4

4,194.0 3,897.6
386.9 382.6
81.7 108.7

$5,808.2  $5,528.9

$ 2092 $ 1516
63.8 56.7
87.2 88.3

8.9 8.9
45.5 217.3
74.2 85.0
488.8 417.8
925.2 912.2
16.7 17.0

2.7 42.2
140.6 106.5

2.3 2.3

2,950.1 2,949.1

1,322.4 1,096.2
(40.6) (14.4)

4,234.2 4,033.2

$5,808.2  $5,528.9




GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2002 2001 2000
(In millions)

Cash flows from operating activities:

NEEINCOME . . .\ ottt ettt e e e e e $2779 $1988 $113.9
Adjustments to reconcile net income to net cash flow provided by operating
activities:
Depreciation, depletion and amortization . .......................... 254.4 146.3 107.0
Deferred INCOME LAXES . ..o vt i et et ettt e e (18.8) 101.5 29.0
Gainonsale of rig. .. ... — (35.6) —
Changes in working capital, net of amounts acquired in Merger:
Increase (decrease) in accounts payable . .................... e T 486  (19.1) 22.7
(Increase) decrease in accounts receivable . ....................... 26.3 3.7 (89.3)
Increase (decrease) in accrued liabilities ................. e 9.4 7.0 18.9
(Increase) decrease in prepaid expenses and other current assets. . .. .. (30.5) 5.5 7.5
Increase (decrease) in deferred revenues .............. ... ... ...... 8.7 2.9 —
Decrease in noncurrent receivables ... ......... ... ... .. oo, — — 52.1
Other, Net .. ... e 6.1) 7.9 18.8
Net cash flow provided by operating activities .................. 551.1 413.1 280.6
Cash flows from investing activities:
Capital expenditures. . ... ... .t i (561.3) (1584) (177.8)
Purchases of held-to-maturity marketable securities . ................... (282.9) (103.9)
Proceeds from maturities of held-to-maturity marketable securities........ 353.0 794 0.3
Cash received in Merger, net of fees ......... ... ... . .. ... — 190.7 ——
Proceeds from sales of properties and equipment .................oou.. 93.4 13.2 3.0
Purchases of available-for-sale marketable securities ................... (18.7) — —
Proceeds from maturities of available-for-sale marketable securities . . . . ... 12.2 — —
Other, net ... — (5.9 —
Net cash flow (used in) provided by investing activities. .......... (404.3) 15.1 (174.5)
Cash flows from financing activities: .
Dividend payments . .......... .. i S (30.4) — —
Proceeds from issuance of ordinary shares .......... ... .. ... ... ..., 273 7.6 14.0
Ordinary shares repurchased and retired ......... ... ... .. ... ........ (51.4) — —
Proceeds from issuance of leng-termdebt . ... ... ... ... ... .. L — — 7542
Reductions of long-term debt .. ... ... ... . . i — — (804.3)
Debt issue Costs . ... i e —_ — (7.2)
Bank overdrafts and other . ... ... .. . . 6.4 (1.8) (1.8)'
Net cash flow (used in) provided by financing activities .......... (48.1) 5.8 (45.1)
Increase in cash and cash equivalents. . ............ ... .. .. ... ........ 98.7 434.0 61.0
Cash and cash equivalents at beginning of year ......................... 578.3 144.3 83.3
Cash and cash equivalents atend of year ................. . ... ........ $677.0 $5783 $ 1443

See notes to consolidated financial statements.
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GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Accumulated
. Additional Other
Ordinary Shares(1) Paid-in  Retained Comprehensive
Shares Par Value Capital(1l) Earnings Income (Loss) Total

($ in millions)

Balance at December 31, 1999 .. ........... 115,990,190 $1.2 $ 3448 $§ 791.1 $ Q2D $1,135.0
Netincome ........ccvivieviinen... — — — 113.9 — 1139
Minimum pension liability . .............. — — — — 0.8 0.8
Unrealized loss on securities ............. —_ — —_ - (0.5) (0.5)

Comprehensive income . ............... 114.2
Exercise of employee stock options........ 1,069,426 — 14.1 — — 14.1
Shares issued under other benefit plans. .. .. 2,929 — 0.1 — — 0.1
Shares canceled .. ...................... (8,254) — ©0.n — — 0.1)
Income tax benefit from stock option

EXEICISES . v ettt it — i 7.6 — — 7.6

Balance at December 31, 2000 ............. 117,054,291 1.2 366.5 905.0 (1.8) 1,2709
Netincome ..........c.ocoveiiivennnnn.. — — — 198.8 — 198.8
Minimum pension liability . .......... .... — — — — az.1) a1z.1
Unrealized loss on securities ............. —_ — — — 0.5 (0.5)

Comprehensive income . ............... » 186.2
Merger with Santa Fe International ........ 115,497,050 1.1 2,566.0 — — 2,567.1
Exercise of employee stock options........ 469,898 — 7.6 — — 7.6
Shares issued under other benefit plans. .. .. 471,468 — 6.3 — — 6.3
Dividends declared ..................... — — —_ (7.6) — (7.6)
Sharescanceled ... ..................... (2,558) — — — — —
Income tax benefit from stock option

EXEICISES . ot vttt e - = 2.7 — — 2.7

Balance at December 31,2001 ............. 233,490,149 23 2949.1  1,096.2 (14.4) 4,0332
Netincome ... ...ovvvueivininnnenn... — — — 277.9 - 277.9
Minimum pension liability ............... — — — — 26.7) (26.7)
Change in unrealized loss on securities. . . . . — — — — 0.5 0.5

Comprehensive income . ............... 251.7
Exercise of employee stock options........ 1,684,807 — 24.6 — — 24.6
Shares issued under other benefit plans. .. .. 105,839 — 39 — — 39
Share repurchase program ............... (2,374,600) — (30.1) (21.3) —_ (51.4)
Dividends declared ..................... — — — (30.4) — (30.4)
Shares canceled . .. ..................... (17,194)  — - — — —
Income tax benefit from stock option

EXEICISES .\t vii i R = 2.6 — — 2.6

Balance at December 31,2002 .......... ... 232,889,001 23 $2,950.1 $1,3224 $(40.6) $4,234.2

(1) Share, par value amounts and additional paid-in capital amounts prior to the merger date have been restated to reflect the exchange ratio
(0.665) as outlined in the Merger.

See notes to-consolidated financial statements.

55




GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Basis of Presentation and Description of Business

GlobalSantaFe Corporation (the “Company” or “GlobalSantaFe”) is an oil and gas drilling contractor,
owning or operating a fleet of over 100 marine and land drilling rigs. The Company’s fleet currently includes
13 floating rigs, 44 cantilevered jackup rigs, 31 land rigs and one platform rig. In addition, the Company or its
affiliates operate 11 platform rigs for third parties, and it operates two semisubmersible rigs for third parties under
a joint venture agreement. The Company provides offshore oil and gas contract drilling services to the oil and gas
industry worldwide on a daily rate (““dayrate”) basis. The Company also provides offshore oil and gas drilling
management services on either a dayrate or completed-project, fixed-price (*‘turnkey”’) basis, as well as drilling
engineering and drilling project management services, and it participates in oil and gas exploration and
production activities.

Merger of Santa Fe International Corporation and Global Marine Inc.

On November 20, 2001, Santa Fe International Corporation (*‘Santa Fe International™) and Global Marine
Inc. (“Global Marine) consummated their business combination with the merger (the “Merger’) of an indirect
wholly owned subsidiary of Santa Fe International with and into Global Marine, with Global Marine surviving
the Merger as a wholly owned subsidiary of Santa Fe International. In connection with the Merger, Santa Fe
International was renamed GlobalSantaFe Corporation. At the effective time of the Merger, each issued and
outstanding share of common stock, par value $0.10 per share, of Global Marine was converted into the right to
receive 0.665 ordinary shares, par value $0.01 per share, of GlobalSantaFe Corporation (“GlobalSantaFe
Ordinary Shares™). Approximately 118 million GlobalSantaFe Ordinary Shares were issued in connection with
the Merger.

Background of Santa Fe International and Global Marine

At the time of the Merger, Santa Fe International was an international offshore and land contract driller of
oil and natural gas wells and owned and operated a fleet of 26 marine drilling rigs and 31 land drilling rigs in
16 countries throughout the world. In addition, Santa Fe International operated 13 marine drilling rigs owned by
third parties. Santa Fe International primarily contracted its drilling rigs, related equipment and crews to oil and
gas companies on a dayrate basis. As part of its contract drilling services, Santa Fe International also provided
third-party rig operations and incentive drilling services to the international oil and gas industry. In the area of
drilling management services, Santa Fe International provided drilling engineering and project management
services. Santa Fe International was incorporated in its current form under the laws of the Cayman Islands in
1990.

At the time of the Merger, Global Marine was a domestic and international offshore drilling contractor, with
a fleet of 33 mobile offshore drilling rigs worldwide. Global Marine provided offshore drilling services on a
dayrate basis in the U.S. Gulf of Mexico and internationally. Global Marine also provided drilling management
services on a turnkey basis. As part of its drilling management services, Global Marine also provided planning,
engineering and management services beyond the scope of its traditional contract drilling business. Global
Marine also engaged in oil and gas exploration, development and production activities principally in order to
facilitate the acquisition of turnkey contracts for its drilling management services operations.

Merger Transaction

The Merger was accounted for as a purchase business combination in accordance with accounting principles
generally accepted in the United States of America. As the stockholders of Global Marine owned slightly over
50% of the Company after the Merger, Global Marine was considered the acquiring entity for accounting
purposes. Accordingly, the historical basis of Global Marine in its assets and liabilities has been carried forward
to the consolidated financial statements of the Company. The assets and liabilities of Santa Fe International have
been recorded at estimated fair market value at the date of the Merger in the consolidated financial statements of
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GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

the Company, with the excess of the purchase price over the sum of such fair values recorded as goodwill. The
purchase price of $2,567.1 million was calculated using the number of Santa Fe International ordinary shares
outstanding immediately prior to the Merger and a $14.67 per share average trading price of Global Marine’s
common stock, as adjusted for the merger ratio ($22.06 per share, as adjusted), for a period of time immediately
before and after the Merger was announced, plus the estimated fair value of Santa Fe International’s outstanding
stock options.

The following table summarizes the allocation of the purchase price to the specific assets and liabilities of
Santa Fe International based on estimates of fair values and costs at the time of the Merger. All of the goodwill
was assigned to the Company’s contract drilling segment. Goodwill recorded in connection with the Merger is
nondeductible for tax purposes.

(In millions)

CULTENE BSSEES . . o\ vt ottt ettt et e e e e e e e $ 5267
Properties, plant and equIpment . . ... ... i e e 1,958.7
DT AS8EES . vt ittt e e e e 38.1
CGoodWill L. 382.1
. 2,905.6
Current Habilities . . ... . e e e (259.4)
Deferred iNCOME tAXES . ... ottt et e e e (17.5)
Other Habilities . ..ottt it it it e et e i e (61.6)
$2,567.1

The recording of goodwill is supported by the nature of the offshore drilling industry, the acquisition of
long-lived drilling equipment and the long-standing relationships between Santa Fe International and its core
customers. Subsequent to the Merger, $4.3 million of additional goodwill was recognized due primarily to
additional employee separation costs incurred.

The consolidated balance sheets as of December 31, 2002 and 2001, represent the consolidated financial
position of the combined company. The statements of income, cash flows and shareholders’ equity for the year
ended December 31, 2002, reflect the results of the combined company. The statements of income, cash flows
and shareholders’ equity for the year ended December 31, 2001, include the results of Global Marine for the full-
year 2001 and the results of Santa Fe International from November 20, 2001 (42 days). The statements of income,
cash flows and shareholders’ equity for the year ended December 31, 2000, reflect the historical results of Global
Marine. Share and per share data for all periods prior to the Merger have been restated to reflect the exchange
ratio as outlined in the merger agreement.

Pro Forma Financial Information (Unaudited)

The following unaudited condensed consolidated pro forma results for the years ended December 31, 2001
and 2000, has been prepared as if the Merger had occurred on January 1, 2000. Revenues for both periods have
been reclassified pursuant to EITF Issue 01-14 (see discussion in “Basis of Presentation’). If Global Marine and
Santa Fe International had merged on this date, GlobalSantaFe might have performed differently. The pro forma
financial information should not be relied on as an indication of the financial position or results of operations that
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the Company would have achieved had the Merger taken place at a different date or of the future results that the
Company will achieve.
Year Ended
December 31,
2001 2000

(In millions,
except per share data)

REVENUES . ..o it $2,0585 $1,658.0
Operating INCOME . . ... .ottt ittt et e e 497.7 293.7
Income before inCOME taXeS. .. ..o iv et 525.1 276.0
NEet INCOME . ..ottt e et e e e e 377.8 232.6
Earnings per ordinary share:
BaSiC ottt e $ 162 $ 100
DAIUE . ..o oo et e $ 159 $ 098

The pro forma information includes adjustments for additional revenue based on the fair market value of
certain drilling contracts acquired, additional depreciation based on the fair market value of drilling rigs and other
property and equipment acquired, elimination of goodwill amortization and related adjustments for income taxes,
reflecting the incremental benefit attributable to the effect of the Company’s tax structure on the earnings of the
combined companies.

Restructuring Costs

In connection with the Merger, the Company implemented a restructuring program that included the -
consolidation of Santa Fe International’s administrative office in Dallas, Texas, Global Marine’s administrative
office in Lafayette, Louisiana, and Global Marine’s administrative office in Houston, Texas, into a single
administrative office in Houston, the consolidation of Santa Fe International’s and Global Marine’s North Sea
administrative offices in Aberdeen, Scotland and the separation of 167 employees from the Company. The
employee functions affected were primarily corporate support in nature and included accounting, information
technology, and employee benefits, among others. Approximately 60% of the affected positions were located in
Dallas, 23% were located in Houston and Lafayette, and the remaining 17% were located in Aberdeen.
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Estimated restructuring costs associated with Global Marine were recorded as a pretax charge in the fourth

quarter of 2001. Changes in estimated costs, consisting mainly of refinements of cost estimates, and payments
related to these restructuring costs for the year ended December 31, 2002, are summarized as follows:

Office Closures Directors’
Employee and Consolidation Separation and
Restructuring Costs: Severance Costs of Facilities(1) Other Costs(1) Total

($ in millions)

Houston and Lafayette Offices:
Number of Employees — 38

Liability at 12/31/01 .............. $82 $ 4.1 $25 $148
Changes in estimated costs ......... (2.2) 2.6 0.5 . (0.1)
2002 payments .. .. ... (2.6) 2.1 — 4.7)
Liability at 12/31/02 .............. 34 4.6 _ 2.0 10.0

Aberdeen Office:
Number of Employees — 16

Liability at 12/31/01 .............. 0.9 0.2 0.1 1.2
Changes in estimated costs .. ....... 0.1) 0.3 (0.1) 0.1
2002 payments. . ....... ... .. ... 0.7} (0.5) — (1.2)
Liability at 12/31/02 .............. 0.1 — — 0.1
Total: |

Number of Employees — 54

Liability at 12/31/01 .............. 9.1 43 2.6 16.0
Changes in estimated costs . ... ..... (2.3 2.9 (0.6) —
2002 payments .. ................. (3.3) (2.6) — (5.9)
Liability at 12/31/02 .............. 3.5 $ 4.6 $20 $10.1

|
|
|
|

(1) The liability at December 31, 2002, included $2.0 million of special termination costs related to certain retirement plans,
which were included in Other long-term liabilities in the Consolidated Balance Sheets.

Estimated costs associated with Santa Fe International’s employee severance and closure of its Dallas and
Aberdeen offices were recognized as a liability assumed in the purchase business combination and included in the
cost of acquisition in aceordance with the provisions of Statement of Financial Accounting Standards (“SFAS”)
No. 141, “Business Combinations.” Changes in estimated costs, consisting primarily of costs associated with
employee terminations and further employee relocation costs, and payments related to this liability for the year
ended December 31, 2002, are summarized as follows:

Office Closures Directors’
Employee Employee and Consolidation Separation and
Purchase Price: Separation Costs Relocation Costs  of Facilities(1) Other Costs Total

($ in millions)

Number of Employees — 113

Liability at 12/31/01 ......... $ 95 $54 $11.5 $09 $27.3
Changes in estimated costs . . .. 4.8 2.8 —_ 0.4) 7.2
2002 payments. . ............ (11.6) a7 1.2) 0.2) 20.7)
Liability at 12/31/02 ......... $ 2.7 0.5 10.3 $03 $13.8

(1) The liability at December 31, 2002, included $7.6 million related to the Dallas office lease obligation, which was included
in Other long-term liabilities in the Consolidated Balance Sheets.
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All remaining accrued estimated restructuring costs associated with Global Marine and costs associated with
Santa Fe International’s employee severance and closure of its Dallas and Aberdeen offices are included in Other
accrued liabilities on the Consolidated Balance Sheets, except for special termination costs and long-term office
lease obligations noted in the tables above.

In addition to the amounts in the above table, Santa Fe International paid $10.0 million to SFIC Holdings
(Cayman), Inc. (“SFIC Holdings”) in consideration for SFIC Holdings’ consent to the Merger. This consent was
required pursuant to an intercompany agreement with Kuwait Petroleum Corporation and SFIC Holdings that.
required the consent of SFIC Holdings to, among other things, significant corporate actions by Santa Fe
International, including the issuance of equity securities, sale of significant assets or a change in the corporate
domicile of Santa Fe International or any of its subsidiaries (see Note 14).

Dividends

Holders of GlobalSantaFe Ordinary Shares are entitled to participate in the payment of dividends in
proportion to their holdings. Under Cayman Islands law, the Company may pay dividends or make other
distributions to the Company’s shareholders, in such amounts as the Board of Directors deems appropriate from
the profits of the Company or out of the Company’s share premium account (equivalent to additional paid-in
capital) if the Company thereafter has the ability to pay its debts as they come due. Cash dividends, if any, will be
declared and paid in U.S. dollars. The Company has declared cash dividends of $7.6 million that were unpaid as
of December 31, 2002.

Basis of Presentation

The accompanying consolidated financial statements and related footnotes are presented in U.S. dollars and
in accordance with accounting principles generally accepted in the United States of America. Certain prior period
amounts have been reclassified to conform to the current presentation.

In April 2002, the Emerging Issues Task Force (“EITF”) of the Financial Accounting Standards Board
reached a consensus on Issue 01-14, “Income Statement Characterization of Reimbursement Received for
‘Out-of-Pocket’ Expenses Incurred.” The EITF consensus requires that all reimbursements received for out-of-
pocket expenses incurred be characterized as revenue in the income statement. The Company previously recorded
certain reimbursements received from customers as a reduction of the related expenses incurred. As part of the
implementation of the consensus in this issue, the Company has reclassified certain reimbursements received
from customers for the years ended December 31, 2001 and 2000, as revenues and related operating expenses to
conform to the current presentation. Operating income and net income for all periods presented were not affected
by this reclassification. Amounts classified as revenues and expenses for 2002 pursuant to this consensus and the
amounts of revenues and expenses reclassified by segment for each prior period presented are as follows (in
millions):

Year Ended December 31,
2002 2001 2000

Contract drilling . . .. ...ttt $749 $265 $144
Drilling management SEIVICES . . . ..o v.ven et et ntie e 11.3 7.7 4.5

$86.2 $342 $18.9
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Note 2 — Summary of Significant Accounting Policies

Principles of Consolidation

The Company consolidates all of its majority-owned subsidiaries and joint ventures over which the
Company exercises control through the joint venture agreement or related operating and financing agreements.
The Company accounts for its interest in other joint ventures using the equity method. All material intercompany
accounts and transactions are eliminated in consolidation.

Cash Equivalents and Marketable Securities

Cash equivalents include highly liquid debt instruments with remaining maturities of three months or less at
the time of purchase. The Company’s marketable securities, consisting of investment grade securities with
relatively short-term maturities, are classified as held-to-maturity. The carrying value of these securities
approximates market value due to the short-term nature of these securities. The Company also holds investment
grade securities in connection with certain nonqualified pension plans (see Note 3), which are classified as
available-for-sale. These investments are reported at fair value, with unrealized gains and losses excluded from
earnings and reported as a separate component of shareholders’ equity. '

Properties and Depreciation .

Rigs and Drilling Equipment. Capitalized costs of rigs and drilling equipment include all costs incurred in
the acquisition of capital assets including allocations of interest costs incurred during periods that assets are under
construction or refurbishment. Expenditures for maintenance and repairs are charged to expense as incurred.
Costs of property sold or retired and the related accumulated depreciation are removed from the accounts;
resulting gains or [osses are included in income.

Jackup drilling rigs and semisubmersibles are depreciated over lives ranging from 15 to 30 years, with
salvage values of $0.5 million and $1.0 million, respectively, per rig. All land drilling rigs are depreciated over
15-year lives with no salvage value. Drillships, with the exception of the Glomar Explorer, are depreciated over
20-year lives, with salvage values of $1.0 million per rig. The Glomar Explorer is being depreciated over the time
that remained on its 30-year lease as of the date it entered service following its conversion to a drillship, or
approximately 28 years, with no salvage value.

Rigs and drilling equipment included $1.0 billion of assets recorded under capital leases at both
December 31, 2002 and 2001. Accumulated amortization of assets under capital leases totaled $134.2 million and
$84.8 million at December 31, 2002 and 2001, respectively.

The Company reviews its long-term assets for impairment when changes in circumstances indicate that the
carrying amount of the asset may not be recoverable, in accordance with Statement of Financial Accounting
Standards (“SFAS”) No. 144, “Accounting for the Impairment and Disposal of Long-lived Assets.”
SFAS No. 144 requires that long-lived assets and certain intangibles to be held and used be reported at the lower
. of carrying amount or fair value. Assets to be disposed of and assets not expected to provide any future service
potential to the Company are recorded at the lower of carrying amount or fair value less cost to sell. The
Company recorded no impairment charges during the years ended December 31, 2002, 2001 or 2000.

Oil and Gas Properties. The Company uses the full-cost method of accounting for oil and gas exploration
and development costs. Under this method of accounting, the Company capitalizes all costs incurred in the
acquisition, exploration and development of oil and gas properties and amortizes such costs, together with
estimated future development and dismantlement costs, using the units-of-production method.
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Goodwill

The Company accounts for goodwill in accordance with the provisions of SFAS No. 142, “Goodwill and
Other Intangible Assets.” SFAS No. 142 primarily addresses the accounting for goodwill and intangible assets
subsequent to their initial recognition. The key provisions of SFAS No. 142:

* Eliminate the amortization of goodwill and indefinite-lived intangible assets;

¢ Require that goodwill and indefinite-lived intangible assets be tested at least annually for impairment (and
in interim periods if certain events occur indicating that the carrying value of goodwill and/or indefinite-
lived intangible assets may be impaired); and '

* Require that reporting units be identified for the purpose of assessing potential future impairments of
goodwill.

At December 31, 2002, Goodwill in the Company’s Condensed Consolidated Balance Sheet totaled
approximately $386.9 million, substantially all of which was recorded in connection with the Merger (see
Note 1). The Company has defined reporting units within its contract drilling segment based upon economic and
market characteristics of these units. All of the goodwill recorded in connection with the Merger has been
allocated to the jackup drilling fleet reporting unit, as these rigs were the primary source of value in the Merger
discussions and negotiations. The estimated fair value of this reporting unit for purposes of the Company’s annual
goodwill impairment testing is based upon the present value of.its estimated future net cash flows, utilizing a
discount rate based upon the Company’s cost of capital. The Company has completed its goodwill impairment
testing for 2002 and was not required to record a goodwill impairment loss. The amortization of goodwill existing
before the Merger was immaterial.

Revenue Recognition

The Company’s contract drilling business provides crewed rigs to customers on a daily rate (i.e., “‘dayrate™)
basis. Dayrate contracts can be for a specified period of time or the time required to drill a specified well or
number of wells. Revenues and expenses from dayrate drilling operations, which are classified under contract
drilling services, are recognized on a per-day basis as the work progresses. Lump-sum fees received as
compensation for the cost of relocating drilling rigs from one major operating area to another, whether received
up-front or upon termination of the drilling contract, are recognized as earned, which is generally over the term of
the related drilling contract.

The Company also designs and executes specific offshore drilling or well-completion programs for
customers at fixed prices under short-term “turnkey”’ contracts. Revenues and expenses from turnkey contracts,
which are classified under drilling management services, are earned and recognized upon completion of each
contract using the completed contract method of accounting.

Derivative Financial Instruments

From time to time, the Company may make use of derivative financial instruments to manage its exposure to
fluctuations in cash flows, interest rates or foreign currency exchange rates. The Company accounts for its
derivative financial instruments pursuant to SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities,” as amended by SFAS No. 138, ““Accounting for Derivative Instruments and Hedging Activities — an
amendment of FASB Statement No. 133.” Derivative instruments held by the Company at December 31, 2002,
include dayrate contracts on two of the Company’s drilling rigs that are indexed to exchange-traded oil futures
contracts, various commodity caps, swaps and floors used to mitigate the Company’s exposure to fluctuations in
the fair values of these dayrate contracts, and an interest rate swap related to the Company’s 7'%4% Notes due
2007 (see Note 7).
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Foreign Currency Transactions

The United States dollar is the functional currency for all of the Company’s operations. Realized and
unrealized foreign currency transaction gains and losses are recorded in income.

The Company may be exposed to the risk of foreign currency exchange losses in connection with its foreign
operations. Such losses are the result of holding net monetary assets (cash and receivables in excess of payables)
denominated in foreign currencies during periods of a strengthening U.S. dollar. The Company attempts to lessen
the impact of exchange rate changes by requiring customer payments to be primarily in U.S. dollars, by keeping
foreign cash balances at minimal levels and by not speculating in foreign currencies.

Income Taxes

The Company is a Cayman Islands company. The Cayman Islands does not impose corporate income taxes.
Consequently, income taxes have been provided based on the tax laws and rates in effect in the countries in which
the operations are conducted and income is earned. The income taxes in these jurisdictions vary substantially.
The Company’s effective tax rate for financial statement purposes will continue to fluctuate from year to year as
the Company’s operations are conducted in different taxing jurisdictions. The Company’s ability to realize the
benefit of its deferred tax assets requires that the Company achieve certain future earnings levels prior to the
expiration of its NOL carryforwards.

The Company has not provided for U.S. deferred taxes on the unremitted earnings of its U.S. subsidiaries
and their controlled foreign corporations (“U.S. Subsidiaries’”) that are permanently reinvested. Should the
Company make a distribution from the unremitted earnings of its U.S. Subsidiaries, the Company would be
required to record additional U.S. deferred taxes.

Stock-Based Compensation Plans

The Company accounts for its stock option and stock-based compensation plans using the intrinsic-value
method prescribed by Accounting Principles Board (“APB”) Opinion No. 25. Accordingly, the Company
computes compensation cost for each employee stock option granted as the amount by which the quoted market
price of the Company’s common stock on the date of grant exceeds the amount the employee must pay to acquire
the stock. The amount of compensation cost, if any, is charged to income over the vesting period. No
compensation cost has been recognized for options granted under the Company’s Employee Share Purchase Plan
or for any of the Company’s outstanding stock options, all of which have exercise prices equal to the market price
of the stock on the date of grant. The Company does, however, recognize compensation cost for all grants of
performance-based stock awards (see Note 8).

Had compensation cost for the Company’s stock-based compensation plans been determined based on fair
values as of the dates of grant, the Company’s net income and earnings per share would have been reported as
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follows (earnings per share amounts for 2000 have been restated to reflect the effect of the exchange ratio as
outlined in the Merger):

2002 2001 2000
(In millions,
except per share amounts)
Net income, as reported . ........... .. i $2779 $198.8 $1139
Deduct: Total stock-based employee compensation expense determined
under fair value-based method for all awards, net of related tax
effeCtS .. (18.3) (17.8) (12.4)
Pro forma net income . ......... ..ot $259.6 $181.0 $101.5
Basic earnings per ordinary share —as reported................... $ 119 $152 $098
—proforma ................... $ 111 $ 139 $0.87
Diluted earnings ordinary per share —as reported ................. $1.18 $ 150 $095
—proforma.................. $ 110 $ 136 $086

The pro forma figures in the preceding table may not be representative of pro forma amounts in future years.

The weighted average per share fair value of stock options as of the grant date was $15.82 in 2002, $13.29 in
2001 and $11.73 in 2000. The weighted average per share fair value of the outstanding Santa Fe International
stock options at November 20, 2001 was $4.94. The per share value of options granted under the Employee Share
Purchase Plan was $9.61 for 2002. The per share fair value of the Company’s performance-based stock awards as
of the grant date was $23.92 in 2002, $29.36 in 2001 and $19.32 in 2000.

Estimates of fair values of stock options, options granted under the Employee Share Purchase Plan and
performance-based stock awards on the grant dates for purposes of calculating the pro forma data in the table
above were computed using the Black-Scholes option-pricing model based on the following assumptions:

2002 2001 2000

Expected price volatility range . ............. 60% 49% to 60% 53% to 56%
Risk-free interest rate range ................ 20% to 4.5% 42% t0 5.0%  5.9% to 6.7%
Expected annual dividends ................. $0.13 none — $0.13 none
Expected life of stock options .............. 5 years 5 years 5 years °
Expected life of Employee Share Purchase

Planoptions............. .. ... ... .... 1 year N/A N/A
Expected life of performance-based stock .

awards ... 3 years 3 years 3 years

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make certain estimates and assumptions. These estimates and assumptions affect the carrying
values of assets and liabilities and disclosures of contingent assets and liabilities at the balance sheet date and the
amounts of revenues and expenses recognized during the period. Actual results could differ from such estimates.

Note 3 — Investments

At December 31, 2002 and 2001, the Company had investments in commercial paper, money market funds
and Eurodollar time deposits that were classified as held-to-maturity and carried at amortized cost. These
investments are classified as Marketable securities on the Consolidated Balance Sheets. Due to the short-term
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maturities of these instruments, the fair value of these investments in debt securities approximated their carrying
value; therefore, there were no unrealized holding gains or losses as of December 31, 2002 or 2001.

In addition, the Company had other investments in debt and equity securities classified as available-for-sale

held in connection with certain nonqualified pension plans. These investments, which were included in Other
assets at December 31, are disclosed in the table that follows:

2002 2001

Unrealized Fair Unrealized Fair
Cost Gain (Loss) Value Cost Gain (Loss) Value

(In millions)

Fixed-income mutual funds .. ....... $ 6.7 $ — $67 $60 $ — $ 6.0
Equity mutual funds . .............. 9.0 0.3) 8.7 7.8 (0.8) 7.0
Balanced mutual funds............. 11.2 — 11.2 5.9 — 5.9
Other ........................... 0.7 — 0.7 0.3 — 0.3

$27.6 $0.3) $27.3  $200 $(0.8) $19.2

Note 4 — Long-term Debt

Long-term debt as of December 31 consisted of the following:

2002 2001
(In millions)

7Y% Notes due 2007, net of unamortized discount of $0.3 million at

December 31, 2002, and $0.4 million at December 31, 2001(1)............. $301.3 $299.6
7% Notes due 2028, net of unamortized discount of $3.3 million at
December 31, 2002, and $3.4 million at December 31,2001 ............... 296.7 296.6

Zero Coupon Convertible Debentures due 2020, net of unamortized discount of
$272.8 million at December 31, 2002, and $284.0 million at December 31,
200 L e 327.2 316.0

Long-term debt . ..ottt . $9252  $9122

(1) The balance at December 31, 2002, includes a mark-to-market adjustment of $1.6 million as part of fair value hedge accounting related to
the Company’s fixed-for-floating interest rate swap (see Note 7).

The Zero Coupon Convertible debentures were issued at a price of $499.60 per debenture, which represents
a yield to maturity of 3.5% per annum to reach an accreted value at maturity of $1,000 per debenture. The
Company has the right to redeem the debentures in whole or in part on or after June 23, 2005, at a price equal to
the issuance price plus accrued original issue discount through the date of redemption. Each debenture is
convertible into 8.125103 GlobalSantaFe ordinary shares (4,875,062 total shares, as restated to reflect the effect
of the exchange ratio established in the Merger) at the option of the holder at any time prior to maturity, unless
previously redeemed. Holders have the right to require the Company to repurchase the debentures on June 23,
2005, June 23, 2010, and June 23, 2015, at a price per debenture of $594.25 on June 23, 2005, $706.82 per
debenture on June 23, 2010, and $840.73 per debenture on June 23, 2015. These prices represent the accreted
value through the date of repurchase. The Company may pay the repurchase price with either cash or shares or a
combination thereof.

No principal payments are required with respect to either the 7'/2% Notes or the 7% Notes prior to their final
maturity date. The Company may redeem the 7'3% Notes and the 7% Notes in whole at any time, or in part from
time to time, at a price equal to 100% of the principal amount thereof plus accrued interest, if any, to the date of
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redemption, plus a premium, if any, relating to the then-prevailing Treasury Yield and the remaining life of the
notes. '

The indentures relating to the Zero Coupon Convertible Debentures, 7//s% Notes and 7% Notes contain
limitations on Global Marine’s ability to incur indebtedness for borrowed money secured by certain liens and to
engage in certain sale/leaseback transactions. The Zero Coupon Convertible Debentures, 7's% Notes and
7% Notes continue to be obligations solely of Global Marine. The Company has not guaranteed the Notes.

All of the Company’s debt is unsecured and unsubordinated and ranked equally in right of payment with all
other unsecured and unsubordinated obligations of the Company.

Subsequent to the balance sheet date, on February 11, 2003, the Company issued $250 million of 5% Notes
due 2013 (the “5% Notes™) in a private placement and received cash proceeds of approximately $247.6 million
after deduction for discount, underwriting fees and estimated expenses. The Company plans to use the funds for
general corporate purposes. The 5% Notes are unsecured senior obligations of the Company and rank equally
with all other senior unsecured indebtedness of the Company. The 5% Notes, however, have a junior position to
the claims of holders of the indebtedness and capital lease obligations of Global Marine and its subsidiaries on
Global Marine’s assets and earnings. The indenture relating to the 5% Notes contains limitations on the
Company’s ability to incur indebtedness for borrowed money secured by certain liens and on its ability to engage
in certain sale/leaseback transactions. The indenture, however, does not restrict the Company’s ability to incur
additional senior indebtedness. Interest on the 5% Notes is payable on February 15 and August 15 of each year
beginning on August 15, 2003. No principal payments are required with respect to the 5% Notes prior to their
final maturity date.

The Company may redeem the 5% Notes in whole or in part, at any time and from time to time, at a price
equal to 100% of the principal amount plus accrued interest to the redemption date, plus a premium relating to
the then-prevailing Treasury Yield and the remaining life of the notes. The Company has agreed to file a
registration statement with the Securities and Exchange Commission relating to an exchange offer to exchange
the 5% Notes for registered notes having substantially identical terms.

Note 5 — Commitments and Contingencies

At December 31, 2002, the Company had office space and equipment under operating leases with remaining
- terms ranging from approximately one to seven years. Certain of the leases may be renewed at the Company’s
option, and some are subject to rent revisions based on the Consumer Price Index or increases in building
operating costs. In addition, at December 31, 2002, the Company had the Glomar Explorer drillship under capital
lease through 2026. Total rent expense was $73.9 million for 2002, $116.9 million for 2001, and $114.4 million
for 2000. Included in rent expense was the rental of offshore drilling rigs used in the Company’s turnkey
operations totaling $55.0 million for 2002, $109.9 miilion for 2001, and $108.4 million for 2000.

-
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Future minimum rental payments with respect to the Company’s lease obligations as of December 31, 2002,
were as follows:

Capital Operating
Lease Leases

(In millions)

Year ended December 31:

2003 . . e $ 1.8 $11.9
2004 . . e e e 1.8 10.8
2005 . e e 1.8 9.8
2006, . e 1.8 7.9
200 o e e 1.8 59
Later YEaTS . . o e e e 33.4 15.8

Total future MInIMUIM. .. ... .o e e 424 $621

Less amount representing imputed interest............... ... .. ... (23.9)

Present value of future minimum rental payments under capital lease......... 18.5

Less current portion included in accrued liabilities ........................ (1.8)

Long-term capital lease obligation ............ ... ... it $ 167

As of December 31, 2002, the Company had operating leases in place for Santa Fe International’s offices in
Dallas, Texas and Aberdeen, Scotland and Global Marine’s office in Lafayette, Louisiana, which have been
closed as part of the restructuring program described in Note 1. These costs are included in the table above. Costs
associated with the closure of Santa Fe International’s offices in Dallas and Aberdeen totaling approximately
$11.5 million were recognized as a liability assumed in the Merger and included in the cost of acquisition in
accordance with SFAS No. 141, “Business Combinations.” Estimated costs related to the closure of Global
Marine’s Lafayette office along with the consolidation of the Company’s offices in Aberdeen and Houston
totaling approximately $4.3 million were accrued as part of Restructuring costs in the consolidated financial
statements for the year ended December 31, 2001. These estimated costs assumed that Global Marine’s Houston
office would be subleased to a third party. The Company, however, has not yet entered into such a transaction.
Consequently, the Company has revised its original estimate of closure costs associated with Global Marine’s
former office space to $7.2 million.

in March 2002, the Company entered into a sublease agreement with BP America Inc. for the Company’s
current executive offices located at 15375 Memorial Drive, Houston, Texas. This sublease expires in September
2009. Lease payments pursuant to this sublease total $2.3 million per year. The Company has also entered into an
11-year lease for the Company’s Aberdeen, Scotland office. Payments pursuant to this lease total £597,000
(approximately $1 million) per year.

Subsequent to the balance sheet date, in January 2003, the Company entered into a lease-leaseback
arrangement with a European bank related to the Company’s Britannia cantilevered jackup. Pursuant to this
arrangement, the Company leased the Britannia to the bank for a five-year term for a lump-sum payment of
approximately $37 million, net of origination fees of $1.5 million. The bank then leased the rig back to the
Company for a five-year term, under which the Company will make annual lease payments of $8.0 million. The
Company has classified this arrangement as a capital lease. :

Capital Commitments

The Company has definitive contracts with PPL Shipyard PTE, Ltd. of Singapore for construction of two
ultra-deepwater semisubmersibles and two high-performance jackups, with options for two additional similarly
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priced semisubmersibles, and up to four additional jackups, the first two of which are similarly priced. The
Company does not intend to exercise any of these options. Contractual obligations in connection with
construction of the two ultra-deepwdter semisubmersibles, excluding capitalized interest, capital spares, startup
expenses and mobilization costs, are expected to total approximately $570 million, or $285 million per rig. Of the
$570 million, $297 million had been incurred as of December 31, 2002. Contractual obligations in connection
with construction of the two high-performance jackups, excluding capitalized interest, capital spares, startup
expenses and mobilization costs, are expected to total approximately $264 million, or $132 million per rig. Of the
$264 million, $154 million had been incurred as of December 31, 2002.

Legal Proceedings

Applied Drilling Technology Inc. (““ADTI”), a wholly owned subsidiary of the Company, was a defendant
in a civil lawsuit filed in September 2001 by Newfield Exploration Co. (“Newfield”) and its insurance
underwriters in the United States District Court for the Eastern District of Louisiana. The lawsuit arose out of
damage caused to an offshore well owned by Newfield, which had been drilled by ADTI pursuant to a turnkey
contract. The lawsuit has been dismissed with prejudice by the court, and Newfield has waived its right to appeal.

In 1998, the Company entered into fixed-price contracts with Harland and Wolff Shipbuilding and Heavy
Industries Limited (the “Shipbuilder”) totaling $315 million for the construction of two dynamically positioned,
ultra-deepwater drillships, the Glomar C.R. Luigs and the Glomar Jack Ryan, originally scheduled for delivery in
the fourth quarter of 1999 and first quarter of 2000, respectively. Pursuant to two 20-year capital lease
agreements, the Company subsequently novated the construction contracts for the drillships to two financial
institutions (the “Lessors”), which now own the drillships and lease them to the Company. The Company acted
as the Lessors’ construction supervisor and has paid on behalf of the Lessors, or provided for the Lessors’
payment of, all amounts it believes were required under the terms of the contracts, including payments for all
approved change orders.

In November 1999, because the Company was concerned about the Shipbuilder’s financial viability and the
satisfactory completion of the drillships in a timely manner, the Company agreed to provide additional funding to
the Shipbuilder for completion of the two drillships in exchange for certain assurances by the Shipbuilder and its
parent, Fred. Olsen Energy ASA (the “Funding Agreement”). The Company ultimately provided a total of
$103.1 million under the Funding Agreement.

The Lessors and the Company were involved in arbitration proceedings with the Shipbuilder, in which the
Shipbuilder claimed breach of contract in connection with the Company’s obligations regarding design of the
drillships, the timely delivery to the Shipbuilder of owner furnished equipment and information relating thereto,
change orders and additional compensation for increased steelweight. The Company was involved in an
arbitration proceeding with Fred. Olsen Energy ASA (“Olsen”) relating to disputes under the Funding
Agreement. In February 2003, the Lessors and the Company agreed to pay an additional $8.2 million to the
Shipbuilder and Olsen in exchange for settlement of all outstanding disputes between the parties. This amount is
to be adjusted by reference to the award to be issued by the arbitration tribunal for the cost of completion
arbitration in respect of the Glomar Jack Ryan, subject to a minimum amount of $7.7 million and a maximum
amount of $10.0 million. In the event that the Company is required to pay the maximum amount of $10.0 million,
total cost of construction will be $485.1 million for the two drillships.

The Company filed a claim in 1993 in the amount of $40.6 million with the United Nations Compensation
Commission (“UNCC”) for losses suffered as a result of the Iraqgi invasion of Kuwait in 1990. The claim was for
the loss of four rigs and associated equipment, lost revenue, and miscellaneous expenditures. The Governing
Council of the UNCC has awarded the Company compensation in the amount of $22.1 million in a final, non-
appealable, adjudication of the claim. The Company has been advised that the funds will be paid upon receipt of
a formal request, which has now been made.
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Environmental Matters

The Company has certain potential liabilities in the area of claims under the Comprehensive Environmental
Response, Compensation and Liability Act (“CERCLA”) and similar state acts regulating cleanup of various
waste disposal sites, including those described below. CERCLA is intended to expedite the remediation of
hazardous substances without regard to fault. Potentially responsible parties (“PRPs”) for each site include
present and former owners and operators of, transporters to and generators of the substances at the site. Liability
is strict and can be joint and several.

The Company has been named as a PRP in connection with a site located in Santa Fe Springs, California
known as the Waste Disposal, Inc. site. The Company and other PRPs have agreed with the U.S. Environmental
Protection Agency (“EPA”) and the U.S. Department of Justice (“DOIJ”) to settle their potential liabilities for
this site by agreeing to perform the remaining remediation required by EPA. The form of the agreement is a
consent decree which has not yet been lodged or entered by the court. Although the settlement is not final until
the decree is entered by the court, the Company expects the decree to be entered by the Court. The parties to the
settlement have entered into a participation agreement which makes the Company liable for an estimated 7.7% of
the remediation costs. Although the remediation costs cannot be determined with certainty until the remediation
is complete, the consultant advising the group with respect to remediation believes that the remediation costs will
be such that the Company’s share of the remaining remediation costs will be less than $800,000. There are
additional potential liabilities related to the site, but these cannot be quantified, and there is no reason at this time
to believe that they will be material.

The Company has also been named as a PRP in connection with a site in California known as the Casmalia
Resources Site. The Company and other PRPs have entered into an agreement with EPA and DOJ to resolve their
potential liabilities. This agreement is also not final until the agreed-upon Consent Decree is entered by the court,
but it is likely that it will be. Under the settlement, the Company is not likely to owe any substantial additional
amounts for this site beyond what the Company has already paid. There are additional potential liabilities at this
site, but these cannot be quantified at this time, and there is no reason to believe that they will be material.

The Company has been named as one of many PRPs in connection with a site located in Carson, California
formerly maintained by Cal Compact Landfill. On February 15, 2002, the Company was served with a required
90-day notification that eight California cities, on behalf of themselves and other PRPs, intend to commence an
action against the Company under the Resource Conservation and Recovery Act (“RCRA™). On April 1, 2002, a
Complaint was filed by the cities against the Company and others alleging that they have liabilities in connection
with the site. However, the Complaint has not been served. The site was closed in or around 1965, and the
Company does not have sufficient information to enable it to assess its potential liability, if any, for this site.

Resolutions of other claims by the U.S. Environmental Protection Agency, the involved state agency and/or
PRPs are at various stages of investigation. These investigations involve determinations of:

* the actual responsibility attributed to the Company and the other PRPs at the site;
* appropriate investigatory and/or remedial actions; and
¢ allocation of the costs of such activities among the PRPs and other site users.

The Company’s ultimate financial responsibility in connection with those sites may depend on many factors,
including:

* the volume and nature of material, if any, contributed to the site for which the Company is responsible;
* the numbers of other PRPs and their financial viability; and

* the remediation methods and technology to be used.
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1t is difficult to quantify with certainty the potential cost of these environmental matters, particularly in
respect of remediation obligations. Nevertheless, based upon the information currently available, the Company
believes that its ultimate liability arising from all environmental matters, including the liability for all other
related pending legal proceedings, asserted legal claims and known potential legal claims which are likely to be
asserted, is adequately accrued and should not have a material effect on the Company’s financial position or
ongoing results of operations. Estimated costs of future expenditures for environmental remediation obligations
are not discounted to their present value.

Contingencies and Other Legal Matters

Pursuant to the capital lease agreements on the Company’s two dynamically positioned, ultra-deepwater
drillships, the Glomar C.R. Luigs and the Glomar Jack Ryan discussed above in “‘Legal Proceedings,” the
Company has deposited with three large foreign banks (the “Payment Banks™) amounts equal to the progress
payments that the Lessors were required to make under the construction contracts, less a lease benefit of
approximately $62 million (the “‘Defeasance Payment”). In exchange for the deposits, the Payment Banks have
assumed liability for making rental payments required under the leases and the Lessors have legally released the
Company as the primary obligor of such rental payments. Accordingly, the Company has recorded no capital
lease obligations on its balance sheet with respect to the two drillships. The Glomar C.R. Luigs and the Glomar
Jack Ryan began operating under contract in April and December 2000, respectively.

The Company has interest rate risk in connection with its fully defeased financing leases for the Glomar
Jack Ryan and Glomar C. R. Luigs. The Defeasance Payment earns interest based on the British Pound Sterling
three-month LIBOR, which approximated 8.00% at the time of the agreement. Should the Defeasance Payment
earn less than the assumed 8.00% rate of interest, the Company will be required to make additional payments as
necessary to augment the annual payments made by the Payment Banks pursuant to the agreements. If the
December 31, 2002, LIBOR rate of 4.02% were to continue over the next ten years, the Company would be
required to fund an additional estimated $50 million during that period. Any additional payments made by the
Company pursuant to the financing leases would increase the carrying value of its leasehold interest in the rigs
and therefore be reflected in higher depreciation expense over their then-remaining useful lives. The Company
does not expect that, if required, any additional payments made under these leases would be material to its
financial position or results of operations in any given year.

There are no other material pending legal proceedings, other than ordinary routine litigation incidental to the
business of the Company, to which the Company is a party or of which any of its property is the subject.
Note 6 — Accumulated Other Comprehensive Loss

The components of the Company’s accumulated other comprehensive loss were as follows:

Minimum Pension Accumulated Other
Unrealized Gain Liability Adjustment, Comprehensive
(Loss) on Securities Net of Tax Loss
(In millions)
Balance at December 31, 2000 ....... $(0.3) $ (1.5 $ (1.8)
Net change for the year . ............ 0.5) (12.1) (12.6)
Balance at December 31, 2001 ....... 0.8) (13.6) (14.4)
Net change for the year . ............ 0.5 (26.7) : (26.2)
Balance at December 31, 2002 ....... $(0.3) $(40.3) $(40.6)
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The minimum pension liability adjustments in the table above are shown net of a tax benefit of $14.8 million
in 2002 and a tax benefit of $6.4 million in 2001. The tax effect of the unrealized holding gains and losses was
immaterial for all periods presented.

Note 7 — Derivative Financial Instruments and Fair Values of Financial Instruments
Derivative Instruments

Two of the Company’s cantilevered jackup rigs are currently operating under similar dayrate contracts that
expose the Company to commodity price risk. These two-year agreements, expiring in May 2004 and October
2004, respectively, each contain a variable-dayrate formula linked to crude oil prices, whereby dayrates earned
under these contracts increase or decrease in response to increases or decreases in oil prices. Dayrates under these
agreements are calculated using a sliding scale formula based on the arithmetic average of the daily closing price
of Light Sweet Crude on the New York Mercantile Exchange (“NYMEX"), subject to a maximum of $28.00 per
barrel and a minimum of $12.00 per barrel.

The variable-dayrate formula contained in these agreements is comprised of multiple embedded derivative
financial instruments as defined in SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities.” The fair values of these embedded derivatives fluctuate in response to changes in oil prices. The net
fair value of the embedded derivatives in each of these contracts was an asset of approximately $2.5 million at
December 31, 2002, or $5.0 million in the aggregate.

As part of the Company’s overall risk management strategy, the Company has entered into a number of
commodity caps, swaps and floors designed to mitigate its exposure to fluctuations in fair values of the embedded
derivatives in these contracts resulting from changes in oil prices. The fair values of these derivative financial
instruments represented a total liability of $5.0 million at December 31, 2002.

The Company manages its fair value risk related to its long-term debt by using interest rate swaps to convert
a portion of its fixed-rate debt into variable-rate debt. Under these interest rate swaps, the Company agrees with
other parties to exchange, at specified intervals, the difference between the fixed-rate and floating-rate amounts,
. calculated by reference to an agreed upon notional amount.

In October 2002, the Company entered into a fixed-for-floating interest rate swap with a notional amount of
$50 million, effective October 2002 through September 2007. This interest rate swap is intended to manage a
portion of the fair value risk related to the Company’s 7% Notes due 2007. Under the terms of this swap, the
Company has agreed to pay the counterparty an interest rate equal to the six-month LIBOR rate plus 330 basis
points on the notional amount and the Company will receive the fixed 7"/s% rate. The estimated fair value of this
swap was an asset of approximately $1.6 million at December 31, 2002. The Company has designated this swap
as a fair value hedge.

Fair Values of Financial Instruments

The estimated fair value of the Company’s $300 million principal amount 7%/s% Notes due 2007, based on
quoted market prices, was $342.4 million at December 31, 2002, compared to the carrying amount of
$301.3 million. The estimated fair value of the Company’s $300 million principal amount 7% Notes due 2028,
based on quoted market prices, was $333.9 million at December 31, 2002, compared to the carrying amount of
$296.7 million. The estimated fair value of the Company’s $600 million Zero Coupon Convertible Debentures
due 2020, based on quoted market prices, was $326.2 million at December 31, 2002, compared to the carrying
amount of $327.2 million.

The fair values of the Company’s cash equivalents, marketable securities, trade receivables, and trade
payables approximated their carrying values due to the short-term nature of these instruments (see Note 3).
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Concentrations of Credit Risk

The market for the Company’s services and products is the offshore oil and gas industry, and the Company’s
customers consist primarily of major integrated international oil companies and independent oil and gas
producers. The Company performs ongoing credit evaluations of its customers and has not historically required
material collateral. The Company maintains reserves for potential credit losses, and such losses have been within
management’s expectations.

The Company’s cash deposits were distributed among various banks in the areas of the Company’s
operations throughout the world as of December 31, 2002. In addition, the Company had commercial paper,
money-market funds and Eurodollar time deposits with a variety of financial institutions with strong credit
ratings. As a result, the Company believes that credit risk in such instruments is minimal.

Note 8 — Stock-Based Compensation Plans

The Company has stock-based compensation plans under which it may grant shares of the Company’s
ordinary shares or options to purchase a fixed number of shares. Vesting periods for stock options and
performance-based stock awards granted under the Company’s various stock-based compensation plans range
from two to four years. Stock options expire ten years after the grant date.

As a result of the Merger, all options to purchase Global Marine stock outstanding as of November 20, 2001,
the effective date of the Merger, became immediately exercisable and were converted into options to purchase
GlobalSantaFe Ordinary Shares. The number of GlobalSantaFe Ordinary Shares issuable upon exercise of these
options is calculated by multiplying the number of shares of Global Marine originally issuable upon exercise of
the option by the conversion ratio (0.665) as outlined in the merger agreement. The exercise price is calculated by
dividing the original exercise price of the Global Marine options by the conversion ratio. All options to purchase
Santa Fe International ordinary shares that were outstanding as of the Merger date also became immediately
exercisable pursuant to the terms of the merger agreement.

At December 31, 2002, there were a total of 6,528,801 shares available for future grants under the
Company’s various stock-based compensation plans, including 327,486 shares reserved for issuance under the
Company’s Employee Share Purchase Plan.
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Stock Options

A summary of the status of stock options granted, as adjusted for the conversion ratio as outlined in the
merger agreement, is presented below:

Number
of Shares Weighted Average
Under Option Exercise Price
Shares under option at December 31, 1999 .. .................. 6,293,202 $18.65
Granted . ... .. 1,830,213 $33.11
EXOICISEA . . ittt e e (1,069,426) $13.29
Canceled .. .. ... (138,753) $29.35
Shares under option at December 31,2000 ... ................. 6,915,236 $23.10
Granted . ... o 2,861,668 $34.79
Bxercised. .. ... (469,898) $16.35
Santa Fe International options . ............c.cvovuvvrneni... 5,192,171 $25.20
Canceled . ... (88,713) $32.37
Shares under option at December 31,2001 .................... 14,410,464 $26.34
Granted . . ... . 4,401,550 $29.69
Exercised. . ..o e e (1,682,342) $14.66
Canceled ... . . e (390,004) $32.34
Shares under option at December 31,2002 .................... 16,739,668 $28.25
Options exercisable at December 31,
2000 . e 2,677,133 $17.95
2000 . e 13,410,464 $26.74
2002 e e 11,490,568 $28.32

All stock options granted in 2000 through 2002 had exercise prices equal to the market price of the
Company’s ordinary shares on the date of grant.

The weighted average per share fair value of options as of the grant date was $15.82-in 2002, $13.29 in 2001
and $11.73 in 2000. The weighted average per share fair value of the outstanding Santa Fe International options
at November 20, 2001 was $4.94.
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The following table summarizes information with respect to stock options outstanding at December 31,
2002:

Options Outstanding Options Exercisable

Weighted Weighted Weighted
Number Average Average Number Average
Outstanding Remaining Exercise Exercisable Exercise

Range of Exercise Prices at 12/31/02 Contractual Life Price at 12/31/02 Price
$4.5113 to $6.8609 .......... 500,126 1.5 $ 5.76 500,126 $ 576
$8.4586 to $11.5602 ......... 1,108,725 6.1 $11.51 1,108,725  $11.51
$12.2500 to $20.4511 ........ 1,352,678 5.8 $13.75 1,352,678 $13.75
$20.9000 to $28.5000 ........ 2,917,966 7.7 $22.41 1,685,616 $22.76
$29.1824 to $33.4375 ........ 7,088,513 8.3 $30.05 3,159,763 $30.29
$35.5700 to $51.4098 ........ 3,771,660 6.9 $42.50 3,683,660  $42.66
16,739,668 7.3 $28.25 11,490,568  $28.32

Employee Share Purchase Plan

The Company maintains the GlobalSantaFe Corporation 1997 Employee Share Purchase Plan (the *“Share
Purchase Plan’). The Share Purchase Plan is designed to furnish eligible employees of the Company and.
designated subsidiaries of the Company an incentive to advance the best interests of the Company by providing a
formal program whereby they may voluntarily purchase ordinary shares of the Company at a favorable price and
upon favorable terms. Generally speaking, substantially all covered employees who are scheduled to work an
average of at least 20 hours per week are eligible to participate in the Share Purchase Plan.

Once a year, participants in the Share Purchase Plan will be granted options to purchase ordinary shares with
a fair market value equal to the lesser of 10% of the participant’s eligible compensation (as defined in the Share
Purchase Plan) and the amount specified in Section 423(b) of the Code (currently $25,000). The exercise price of
the options is 85% of the fair market value of the ordinary shares on the date of the grant, or the date of exercise,
whichever is less. Options granted under the Share Purchase Plan are exercisable on the date one year after the
date of grant. Generally, participants pay option exercise prices through payroll deductions made ratably
throughout the year. The Company granted options to purchase a total of 263,713 ordinary shares in 2002 under
the Share Purchase Plan. The fair value of options granted under the Share Purchase Plan as of the grant date was
$9.61 per share for 2002.

Performance-Based Stock Awards

The Company offers ordinary shares to certain key employees at nominal or no cost to the employee. Under
the Company’s current plan, which covers grants for 2002 in the table below, the exact number of shares that
each employee receives is dependent on Company performance over a one-year period as measured against
performance goals with respect to operating performance and cash flow, among other measures. The performance
period applicable to each offer ends on December 31 of the year of the grant. Data for 2001 and 2000 represent
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shares granted under the Global Marine plan. A summary of the status of performance-based stock awards (prior
year periods have been adjusted for the conversion ratio) is presented in the table that follows:

2002 N 2001 2000
Number of contingent shares at beginning of year.......... — 286,873 330,428
Granted . ... e 148,752 142,975 142,975
Issued . ... o — (300,856) —
Canceled ........ ... . . . — (128,992)  (186,530)
Number of contingent shares at end of year . .............. 148,752 —_ 286,873
Shares vested at December 31 .............. .. ... ....... — — —
Fair value at grant date .. ........... ... e iennn, $ 2392 $ 2936 $ 19.32

The amount of compensation cost included in income for the Company’s performance-based stock awards
was $1.3 million in 2002, $4.6 million in 2001, and $3.4 million in 2000.

Note 9 — Retirement Plans
Pensions

The Company has defined benefit pension plans covering all of its U.S. employees and a portion of its
non-U.S. employees. For the most part, benefits are based on the employee’s length of service and average
earnings for the highest consecutive 60 months of compensation during the last ten years of service. Substantially
all benefits are paid from funds previously provided to trustees. The Company is the sole contributor to the plans,
with the exception of one of the Company’s plans in the U.K., and its funding objective is to fund participants’
benefits under the plans as they accrue, taking into consideration future salary increases. Net periodic pension
cost for 2002 includes full-year costs related to the Santa Fe International plans. The components of net periodic
pension benefit cost for the Company’s pension plans were as follows:

‘ 2002 2001 2000
(In millions)

Service cost — benefits earned during the period ..................... $134 $47 §$45
Interest cost on projected benefit obligation................ ... ... ... 20.0 7.8 7.5
Expected return on plan assets . ...t (18.5) (8.5 (8.9
Recognized actuarial loss . ... ... ... .. ... .. .. . i 42 0.4 0.8
Recognized actuarial loss-special termination benefits(1) ............... — 2.0 —
Ammortization of prior SErvice CoSt .. ......v it 1.1 — —

Net periodic pension benefit COst .. ...t $202 864 $39

(1) Special termination costs related to certain pension plans are included in Restructuring costs in 2001. See discussion in Note 1.
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The following table shows the changes in the projected benefit obligation and assets for all plans for the year

ended December 31 and a reconciliation of the plans’ funded status at year-end.

2002 2001
(In millions)

Change in projected benefit obligation:

Projected benefit obligation at beginning of year ........................ $252.8 $109.5
SIVICE COSE . ottt it e e 13.7 4.7
INEETESE COSL . . ottt e e e e e e 20.3 7.8
Employee contributions . . ... ...ttt e 22 —_
Plan amendments . . . ... .. . e 18.8 —
Settlement 1oSs . . ... oot 0.1 —
Merger — Santa Fe International’s projected beneﬁt obligation at Merger date — 133.8
Special termination benefits . ........ ... . 38 20
Actuarial 10ss (ZaIN) ... ...t e 336 1.4
Exchange rate fluctuations ............ ... ... ... i i 12.8 —
Benefits paid ... ... .. o e e (19.3) (3.6)
Projected benefit obligation at end of year ......... ... ... .. .. ... 338.8 252.8
Change in plan assets:
Fair value of plan assets at beginning of year .. ......................... 199.1 91.9
Actual return on plan @SSELS . . .. ..t (32.3y (8.0)
Merger — fair value of Santa Fe International’s plan assets at Merger date . . . — 111.4
Employer contributions .. ... ... . e 336 74
Employee contributions . .. ... ... vttt e e 2.2 —
Exchange rate fluctuations .......... ... . it 11.2 —
Benefits paid ... R, (19.3) (3.6)
Fair value of plan assets atend of year............................ 194.5 199.1
Reconciliation of funded status:
Funded status at end of YEAM. i (144.3) (537
* Unrecognized net loss . . . . . . P A, LT 1099 28.5
Unrecognized prior Service CoSt .......... i 17.7 —
Net amount recOgmized . . ..o .vrt ettt $ (16.7) $(25.2)
2002 2001

(In millions)

Amounts recognized in the balance sheet consist of:

Accrued benefit Hability . . ... ... $(92.1) $(46.8)
Intangible asset.......... e 13.1 0.8
Accumulated other comprehensive loss ........ ... .. . il _623 208

Net amount recognized . ...ttt $(16.7)  $(25.2)

During 2002, the Company made certain amendments to its pension plans, including, among other things,
calculations of retirement benefit formulas, the amount of compensation included in these calculations and
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formulas used for the determination of early retirement benefits. These amendments were made to conform
benefits received under the Global Marine and Santa Fe International plans. Benefits paid for 2002 included
approximately $11.4 million of lump-sum termination payments made as a result of the Merger.

The following table provides information related to those plans that were underfunded as of December 31. In
the table, the projected benefit obligation (“PBO”) is the actuarially computed present value of earned benefits
based on service to date and includes the estimated effect of future salary increases. The accumulated benefit
obligation (“ABO”) is the actuarially computed present value of earned benefits based on service to date, but
differs from the PBO in that it is based on current salary levels.

20022001

(In millions)
Projected benefit Obligation . ... ... ... .....eriiiii $338.8 $1464
Accumulated benefit obligation ....... ... ... .. .. $284.5  $130.1
Fair value of plan assets . ... ... .ottt $1945 $ 87.7

The Company has established grantor trusts to provide funding for benefits payable under certain
nonqualified plans. Assets in the trusts, which are irrevocable and can only be used to pay such benefits, with
certain exceptions, are excluded from plan assets in the preceding tables in accordance with Statement of
Financial Accounting Standards No. 87, “Employers’ Accounting for Pensions.” The fair market value of such
assets was $27.3 million at December 31, 2002, and $19.2 million at December 31, 2001 (see Note 3).

The expected long-term rate of return on plan assets used to compute pension cost was 9% for 2002, 2001
and 2000. The assumed rate of increase in future compensation levels was 4.5% for 2002 and 2001, and 6.0% for
2000. The discount rate used to compute the projected benefit obligation was 6.75% for 2002, 7.25% for 2001
and 7.5% for 2000. :

The Company has a defined contribution (“401(k)”) savings plan in which substantially all of the
Company’s U.S. employees are eligible to participate. Company contributions to the 401(k) savings plan are
based on the amount of employee contributions. The Company matches 100% of each participant’s first six
percent of compensation contributed to the plan. Charges to expense with respect to this plan totaled $7.4 million
for 2002, $5.2 million for 2001 and $3.9 million for 2000.

Other Postretirement Benefits

The Company provides health care benefits to all retirees who are U.S. citizens and to certain
non-U.S. citizen employees who were participants in a U.S. based health care plan at the time of their retirement
and elect to enroll for continued coverage. Generally, employees who have reached the age of 55 and have
rendered a minimum of five years of service are eligible for health care benefits. For the most part, health care
benefits require a contribution from the retiree. Prior to July 1, 2002, the Company also provided term life
insurance to certain retirees, both U.S. citizens and non-U.S. citizens. Liabilities for postretirement health care
and life insurance benefits were $13.9 million at December 31, 2002, and $13.3 million at December 31, 2001.

The weighted-average annual assumed rate of increase in the per capita cost of covered medical benefits was
11% in 2002 and 2001, and 7% in 2000. This 11% rate is expected to decrease ratably to 5% in 2009 and remain
at that level thereafter. The health care cost trend rate assumption has a significant effect on the amounts reported.
For example, as of and for the year ended December 31, 2002, increasing or decreasing the assumed health care
cost trend rates by one percentage point each year would change the accumulated postretirement benefit
obligation by approximately $0.6 million and $0.5 million, respectively, and the aggregate of the service and
interest cost components of net periodic postretirement benefit by approximately $35,000 and $32,000,
respectively.
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Note 10 — Income Taxes

Income before income taxes was comprised of the following:

2002 2001 2000
(In millions)
United STates .. ...t $(76.4) $147.2 $1034
FOTeIgn . ..o 389.0 175.3 51.9
Income before INCOME taxes . ..o $312.6  $322.5 $1553

Income taxes have been provided based upon the tax laws and rates in the countries in which operations are
conducted and income is earned. The Company is a Cayman Islands company. The Cayman Islands does not
impose corporate income taxes. The Company’s U.S. subsidiaries are subject to a U.S. tax rate of 35%.

At December 31, the provision for income taxes consisted of the following:

2002 2001 2000
(In millions)

Current — FOTeign . ...ttt e $534 $201 $11.2
—US. federal......... .. ... . 0.1 2.1 1.2

53.5 222 12.4
Deferred — Foreign . ... e 6.2 0.1 2.2)
—US. federal. ... ... ... (25.0) 101.4 31.2

(18.8)  101.5 29.0

Provision for income taxes. .. ......... o $347 $1237 $414

A reconciliation of the differences between the Company’s income tax provision computed at the
appropriate statutory rate and the Company’s reported provision for income taxes follows:

2002 2001 2000
($ in millions)

Income tax provision at statutory rate

(Cayman Islands rate in 2002 and 2001, and U.S. rate in 2000) ... ... $ — § — %544
Taxes on U.S. and foreign earnings at greater than the Cayman Islands

1 (- P 12.6 98.9 —
Taxes on foreign earnings at less than the U.S. rate ... ............. .. — — 9.7
Permanent differences ........ ... 32 — ©0.1)
Adjustments to contingencies related to closed years ................. — (55.7) —
Change in valuation allowance(1)......... ... .. ... .. .. . L. 211 80.5 —
Other, Net .. ..ot e (2.2) — (3.2)

Provision fOr iNCOME TAXES .. .\ttt e ettt $34.7 $123.7 $41.4

Effective tax rate ... oo e e 11% 38% 27%

(1) The 2001 amount is comprised of the net change in the valuation allowance for the year of $105.9 million less $25.4 million of valuation
allowance acquired from Santa Fe International at the time of the Merger.

The Company intends to permanently reinvest all of the unremitted earnings of its U.S. Subsidiaries in their
businesses. As a result, the Company has not provided for deferred taxes on $1.2 billion of cumulative unremitted
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earnings at December 31, 2002. Should the Company make a distribution from the unremitted earnings of its
U.S. Subsidiaries, the Company would be required to record additional U.S. deferred taxes. It is not practicable to
estimate the amount of deferred tax liability associated with these unremitted earnings.

In certain circumstances, management expects that, due to the changing demands of the offshore drilling
markets, the Company’s mobile assets are more likely than not to be redeployed to other locations before those
assets operate in certain jurisdictions long enough to give rise to future tax consequences. As a result, no deferred
tax liability has been recognized on the earnings from these assets. In addition, the Company has not provided for
U.S. deferred taxes on foreign earnings that could be taxed in the United States upon the occurrence of certain
events in a future period. The Company plans, subject to approval by its Board of Directors, to implement a
business restructuring that will better integrate the operations of the Company. This integration will change the
U.S. tax classification of certain of its subsidiaries before the occurrence of any events that could give rise to a tax
liability. Should management’s expectations change regarding the length of time a mobile asset will be operating
in a given location, or should the Company choose not to implement the planned business restructuring, the
Company would be required to record additional deferred taxes that could have a material adverse effect on its
financial position, results of operations and cash flows.

Deferred tax assets and liabilities are recorded in recognition of the expected future tax consequences of
events that have been recognized in the Company’s financial statements or tax returns. The significant
components of the Company’s deferred tax assets and liabilities as of December 31 were as follows:

2002 2001
(In millions)

Deferred tax assets:

Net operating loss carryforwards — U.S. ... .. .. ... ... ... . oL $189.1 $ 1395
Net operating loss carryforwards — various foreign ..................... 55.1 80.2
Tax credit carryforwards ... ...... .. .. . e 15.2 18.0
Accrued expenses not currently deductible. . ......... .. .. o oL 353 23.2
Other . .o 13.6 13.0
308.3 273.9

Less: Valuation allowance . ... ittt it i i i e e (167.7)  (146.6)
Deferred tax assets, net of valuation allowance . .......... ... ... . vu... 140.6 127.3

Deferred tax liabilities:

Depreciation and depletion for tax in excess of book expense ........... .. 135.1 1534
Tax benefit transfers . ... .. ... . 43 6.6
OheT . .o 2.9 6.8
Total deferred tax liabilities. ......... .. .. o i 142.3 166.8
Net future income tax liability ......:... ... . i, $ 1.7 $ (39.3)

In 2002, based upon currently anticipated market conditions in the United States, the Company did not
adjust the valuation allowance against the U.S. NOL carryforwards.

In 2001, the valuation allowance increased by approximately $105.9 million, of which $102.9 million related
to U.S. NOL carryforwards. The $102.9 million increase in the valuation allowance was partially offset by a
$55.7 million adjustment to prior years’ tax contingencies, resulting in a net charge in the fourth quarter of 2001
of $47.2 million. The Company recorded a valuation allowance against its U.S. NOL carryforwards because the
Company believes it is more likely than not that it will not generate sufficient U.S. taxable income to fully utilize
its NOL carryforwards before they expire. Reduced activity levels in the U.S. Gulf of Mexico in 2001 contributed
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to a decrease in the expected future earnings of the Company’s U.S. subsidiaries. Also, as a result of the Merger,
the expiration dates of the Company’s NOL carryforwards were accelerated by one year, decreasing the number
of years available to fully utilize the NOL carryforwards before they expire. In addition, the Company had
previously recorded a valuation allowance against the net deferred tax assets in certain foreign jurisdictions.
These net deferred tax assets decreased by approximately $22.4 million in 2001 and increased by $21.1 million in
2002. The valuation allowance recorded against the net deferred tax asset changed accordingly in each respective
year.

- At December 31, 2002, the Company had $540.4 million of U.S. NOL carryforwards. In addition, the
Company has $15.2 million of non-expiring U.S. alternative minimum tax credit carryforwards. Both the NOL
carryforwards and the U.S. alternative minimum tax credit carryforwards can be used to reduce the Company’s
U.S. federal income taxes payable in future years. The NOL carryforwards subject to expiration expire as follows
(in millions):

Year ended December 31: ‘ Total United States Foreign
2003 . $ 638 $§ — $ 6.8
2004 . e 227.5 214.5 13.0
2000 . e 91.2 82.8 8.4
2006 . 20.7 19.6 1.1
2007 . ot e e e 34.1 341 —
2008 . L e 18.8 18.8 —
20 0.2 0.2 —
200 . e 22.9 229 —
2023 e 147.5 147.5 L
Total. ..o e $569.7 $540.4 $29.3

In addition, the Company also had $63.5 million and $75.6 million of non-expiring NOL carryforwards in
the United Kingdom and Trinidad and Tobago, respectively.

The Company’s ability to realize the benefit of its deferred tax asset requires that the Company achieve
certain future earnings levels prior to the expiration of its NOL carryforwards. The Company has established a
valuation allowance against the future tax benefit of a portion of its NOL carryforwards and could be required to
further adjust that valuation allowance if market conditions change materially and future earnings are, or are
projected to be, significantly different from its current estimates. The Company’s NOL carryforwards are subject
to review and potential disallowance upon audit by the tax authorities in the jurisdictions where the loss was
incurred.

As of December 31, 2002, Global Marine and its U.S. subsidiaries had approximately $540.4 million of
NOL carryforwards for United States federal income tax purposes. This amount included an NOL carryforward
of $408.4 million at November 19, 2001, related to Global Marine. The Company also had approximately
$168.4 million of NOL carryforwards from foreign jurisdictions. The Company can provide no assurance that the
full amount of its NOL carryforwards will be allowed. The NOL carryforwards are scheduled to expire from 2003
to 2023. Section 382 of the U.S. Internal Revenue Code could limit the future use of the NOL carryforwards if
the direct and indirect ownership of stock of the relevant company changes by more than 50% in certain
circumstances over a prescribed testing period. The Internal Revenue Service may take the position that the
Merger caused a greater-than-50% ownership change with respect to Global Marine (see Note 1). If the Merger
did not result in such an ownership change, changes in the ownership of the Company’s stock following the
Merger could result in such an ownership change. In the event of such an ownership change, the Section 382 rules
would limit the utilization of the NOL carryforwards of Global Marine in each taxable year ending after the
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ownership change to an amount equal to a federal long-term tax-exempt rate published monthly by the Internal
Revenue Service, multiplied by the fair market value of all of Global Marine’s stock at the time of the ownership
change. For this purpose, the value of Global Marine’s stock could also be subject to adjustments, thereby further
limiting the- ability of the Company to utilize its NOL carryforwards in each taxable year thereafter.

Note 11 — Earnings Per Ordinary Share

A reconciliation of the numerators and denominators of the basic and diluted per share computations for net
income follows:

2002 2001 2000(1)
($ in millions, except share and per:share amounts)

Net income (numerator):
Net income —Basic . ...................... $ 2779 $ 198.8 $ 113.9

Add: Interest savings (net of tax) on assumed
conversion of Zero Coupon Convertible

Debentures. .............cooiiiinin... — 7.0 —
Net income — Diluted ..................... $ 2779  § 2058 % 113.9
Ordinary shares (denominator):
Shares — Basic .....................cooon.n 233,747,710 130,544,893 116,600,920
Add:
Effect of employee stock options........... 2,707,061 2,089,233 2,662,230
Shares issuable upon assumed conversion of
Zero Coupon Convertible Debentures . . . . . — 4,875,062 —
Shares—Diluted ......................... 236,454,771 137,509,188 119,263,150
Earnings per ordinary share:
Basic ... i $ 1.19 % 152 $ 0.98
Diluted.........coiiii i $ 1.18 % .50 $ 0.95

(1) Earnings per share data for 2000 has been restated to reflect the effect of the exchange ratio of 0.665 established in the Merger.

The computation of diluted earnings per share excludes outstanding stock options with exercise prices
greater than the average market price of the Company’s ordinary shares for the year, because the inclusion of
such options would be antidilutive. The number of antidilutive options that were excluded from diluted earnings
per ordinary share and could potentially dilute basic earnings per ordinary share in the future were
9,401,866 shares in 2002, 4,668,834 shares in 2001, and 610,641 shares in 2000. Antidilutive options for 2000
have been restated to reflect the effect of the exchange ratio of 0.665 established in the merger agreement.

As discussed in Note 4, holders of the Zero Coupon Convertible Debentures have the right to require the
Company to repurchase the debentures on June 23, 2005, June 23, 2010, and June 23, 2015. The Company may
pay the repurchase price with either cash or shares or a combination thereof. The Company does not anticipate
using ordinary shares to satisfy any such future purchase obligation.

Note 12 — Supplemental Cash Flow Information

During the year ended December 31, 2002, the Company incurred approximately $12.8 million of capital
expenditures related to its rig building program that had been accrued but not paid as of December 31, 2002.
These amounts are included in Accounts payable in the Consolidated Balance Sheet at December 31, 2002.
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In December 2002, the Company’s Board of Directors declared a regular quarterly cash dividend in the
amount of $0.0325 per ordinary share. The dividend in the amount of $7.6 million was paid on January 15, 2003,
to shareholders of record as of the close of business on December 31, 2002.

On November 20, 2001, Global Marine merged with a subsidiary of Santa Fe International. The following
table summarizes the allocation of the purchase price to the specific assets and liabilities of Santa Fe International
based on estimates of fair values and costs at the time of the Merger.

(In millions)

CUITEDE ASSEES . . .ottt e e et e e e e e e e et e e e e e e e et e $ 526.7
Properties, plant and equipment . .. ....... .. .. 1,958.7
OthET A8SELS .« . .ottt e 38.1
GoodWill . . e e e 382.1
2,905.6

Current labilities . . ..o (259.4)
Deferred INCOME tAXES . .ot v vttt et e e et e et et e e (17.5)
Other HabilitIes . ..ot e e (61.6)
$2,567.1

In June 2001, the Company completed the sale of the Glomar Beaufort Sea I concrete island drilling system
to Exxon Neftegas Limited for $45.0 million. The Company received $5.0 million in cash at closing with the
remainder of the purchase price in the amount of $40.0 million, plus interest, being due on or before March 1,
2003. The Company received approximately $35 million (including accrued interest), net of $7 million in sales
commissions and payments to minority owners, during the first quarter of 2002, representing full payment of the
remaining purchase price.

Cash payments for interest, net of amounts capitalized, totaled $21.9 million, $41.3 million and $29.5 mil-
lion for the years ended December 31, 2002, 2001 and 2000, respectively. Cash payments for income taxes, net of
refunds, totaled $51.8 million, $14.5 million and $6.6 million for the years ended December 31, 2002, 2001 and
2000, respectively.

Note 13 — Segment and Geographic Information

The Company has three lines of business, each organized along the basis of services and products and each
with a separate management team. The Company’s three lines of business are reported as separate operating
segments and consist of contract drilling, drilling management services and oil and gas. The Company’s contract
drilling business provides crewed, mobile offshore and land drilling rigs to oil and gas operators on a daily rate
basis and is also referred to as dayrate drilling. The drilling management services business, also referred to as
turnkey drilling, designs, develops, and executes specific offshore drilling programs and delivers a logged or
cased hole to an agreed depth for a guaranteed price. The Company’s oil and gas business participates in
exploration and production activities, principally in order to facilitate the acquisition of turnkey contracts for the
Company’s drilling management services operations.

The Company evaluates and measures segment performance on the basis of operating income. Segment
operating income is inclusive of intersegment revenues. Such revenues, which have been eliminated from the
consolidated totals, are recorded at transfer prices, which are intended to approximate the prices charged to
external customers. Segment operating income consists of revenues less the related operating costs and expenses
and excludes interest expense, interest income and corporate expenses. Segment assets consist of all current and
long-lived assets, exclusive of affiliate receivables and investments.
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Information by operating segment, together with reconciliations to the consolidated totals, is presented in the
following table:

Contract M:I)xl;g;ﬁ;gent Eliminations
Drilling Services 0Oil and Gas Corporate and Other Consolidated
(In millions)

Revenues from External

Customers(1)

2002 ..o $1,606.5 $400.6 $10.6 $2,017.7

2000 ... 960.4 409.3 13.9 1,383.6

2000 ... 598.5 440.1 20.1 1,058.7
Intersegment Revenues

2002 ... 12.5 16.2 — $(28.7) —

2001 ... 13.7 8.0 — AN —

2000 ...l R 5.1 10.0 — (15.D) —
Total Revenues '

2002 ... 1,619.0 416.8 10.6 (28.7) 2,017.7

2001 ....... e 9741 417.3 13.9 (217 1,383.6

2000 ... 603.6 450.1 20.1 (15.1) 1,058.7
Operating Income

2002 ... 360.2 28.6 4.8 $(61.8) — 331.8

2001 ... 338.5 334 8.4 (28.1) (22.3)(2) 329.9

2000 ... 184.5 21.6 12.2 (24.6) (5.2) 188.5
Depreciation, Depletion and

Amortization

2002 . 248.7 0.1 2.2 34 — 2544

2001 ...... J 141.9 0.2 2.1 2.1 — 146.3

2000 ... 100.3 0.2 4.5 2.0 — 107.0
Capital Expenditures

2002(3) ... 562.1 0.1 6.9 5.0 — 574.1

2001 ... 150.0 — 2.0 6.4 — 1584

2000 ... 175.9 0.2 0.3 14 — 177.8
Segment Assets

2002 ... 5,186.1 67.6 18.0 536.5 — 5,808.2

2001 ... 4,758.6 34.6 12.0 7237 — 5,528.9
Goodwill ' '

2002 ... 386.4 0.5 — — — 386.9

2000 ... 382.1 0.5 — — — 382.6

(1) Revenues for prior periods have been reclassified to include certain reimbursements received for out-of-pocket expenditures as revenues
(Note 1).
(2) Restructuring costs are discussed in Note 1.

(3) Capital expenditures for 2002 include approximately $12.8 million of capital expenditures related to the Company’s rig building program
that had been accrued but not paid as of December 31, 2002 (Note 12).

One customer accounted for more than 10% of consolidated revenues for 2002: ExxonMobil provided
$267.7 million of contract drilling revenues and $0.1 million of drilling management services revenues. In 2001,
two customers each accounted for more than 10% of consolidated revenues: ExxonMobil provided $180.1 mil-
lion of contract drilling revenues, and BP provided $146.0 million of contract drilling revenues and $1.6 million
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of drilling management services revenues. No single customer accounted for more than ten percent of
consolidated revenues in 2000.

The Company is incorporated in the Cayman Islands; however, all of its operations are located in countries
other than the Cayman Islands. Revenues and assets by geographic area in the tables that follow were attributed to
countries based on the physical location of the assets. The mobilization of rigs among geographic areas has
affected area revenues and long-lived assets over the periods presented. Revenues from external customers by
geographic areas were as follows:

2002 2001 2000
(In millions)
United Kingdom .............cooocoiiiicices 85353 8 1745 $ 1103
Nigeria . ottt e e 105.2 86.7 T 442
Trinidad and Tobago . ....... .. ... ..o i i, 70.7 80.7 28.5
Other foreign countries(1) ............ccvvivunn... e 697.6 238.8 1324
Total foreign revenues ..............oueeniinnen.en.. 1,408.8 580.7 3154
United States . ... ..ttt e e 608.9 802.9 743.3
TOtAl TEVENUES . .« vt oottt et e e et e e e $2,017.7  $1,383.6  $1,058.7

(1) Individually less than 5% of consolidated revenues for 2002, 2001 and 2000.

Long-lived assets by geographic areas, based on their physical location at December 31, were as follows:

2002 2001
(In millions)

Properties and equipment:

United Kingdom .. ...t e $ 9183 $1,070.9
Other foreign countries(l) ... ... .. 1,777.8 1,306.3
Total foreign long-lived assets ......... ... .. ... .. o it 2,696.1 2,377.2

United States . . .o oot i it e 1,025.9 1,364.5
Total productive assets .. ...... ... .ot iiinnen e, 3,722.0 3,741.7
Construction in progress — SiNGapore. . ......ovi e, 472.0 155.9
Total properties and equipment . ... ....... ..ot 4,194.0 3,897.6
GoodWill ...t e 386.9 382.6
Total long-lived 8SSELS ...\ 'vrreee ettt e aiiiieee s $4,580.9  $4,280.2

(1) Individually less than 10% of consolidated long-lived assets at December 31, 2002 and 2001.

Note 14 — Transactions with Afﬁliétes

In connection with its initial public offering, Santa Fe International entered into an intercompany agreement
with Kuwait Petroleum Corporation and SFIC Holdings, which agreement was amended in connection with the
Merger. The intercompany agreement, as amended, provides that, as long as Kuwait Petroleum Corporation and
its affiliates, in the aggregate, own at least 10% of the Company, the consent of SFIC Holdings is required to
change the jurisdiction of any existing subsidiary of the Company or incorporate a new subsidiary in any
jurisdiction in a manner materially adversely affecting the rights or interests of Kuwait Petroleum Corporation
and its affiliates or reincorporate the Company in another jurisdiction. The intercompany agreement, as amended,
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also provides SFIC Holdings the right to designate up to three representatives to the Company’s Board of
Directors based on SFIC Holdings™ ownership percentage in the Company and provides SFIC Holdings rights to
access certain information concerning the Company. SFIC Holdings currently holds approximately 18.7% of the
outstanding ordinary shares of the Company.

The Company provides contract drilling services in Kuwait to the Kuwait Oil Company, K.S.C. (“KOC”), a
subsidiary of Kuwait Petroleum Corporation, and also provides contract drilling services to a partially owned
affiliate of KOC in the Kuwait-Saudi Arabian Partitioned Neutral Zone. Such services are performed pursuant to
drilling contracts containing terms and conditions and rates of compensation that materially approximate those
customarily included in arm’s-length contracts of a similar nature. In connection therewith, KOC provides the
Company rent-free use of certain land and maintenance facilities and has committed to providing same, subject to
the availability of the maintenance facilities, through the current term of the drilling contracts and extensions
thereof as may be agreed. In relation to its drilling business in Kuwait, the Company has an agency agreement
with a subsidiary of Kuwait Petroleum Corporation that obligates the Company to pay an agency fee based on a
percentage of revenues. The Company believes the terms of this agreement are more favorable than those which
could be obtained with an unrelated third party in an arm’s-length negotiation, but the value of such terms is
currently immaterial to the Company’s results of operations.

During the year ended December 31, 2002, the Company earned revenues from KOC and its affiliate for
performing contract drilling services in the ordinary course of business totaling $62.7 million and paid $586,000
of agency fees pursuant to such agency agreement. During the period following the Merger until December 31,
2001, the Company earned revenues from KOC and its affiliate totaling $6.9 million and paid $80,000 of agency
fees. At December 31, 2002 and 2001, the Company had accounts receivable from affiliates of Kuwait Petroleum
Corporation of $11.1 million and $9.9 million, respectively.

Note 15 — Summarized Financial Data — Global Marine Inc. and Subsidiaries

Global Marine Inc. (“Global Marine™), a wholly owned subsidiary of GlobalSantaFe Corporation, is a
domestic and international offshore drilling contractor, with a fleet of 33 mobile offshore drilling rigs worldwide.
Global Marine, through its subsidiaries, provides offshore drilling services on a dayrate basis in the U.S. Gulf of
Mexico and internationally, provides drilling management services on a turnkey basis, and also engages in oil and
gas exploration, development and production activities, principally in order to facilitate the acquisition of turnkey
contracts for its drilling management services operations.

Summarized financial information for Global Marine and its consolidated subsidiaries follows:
Year Ended December 31,

2002 2001 2000
{In millions)
Sales and other operating revenues(l) ....................... $1,223.7  $1,286.6. $1,058.7
Operating Income .. .......ovirvtrn i 136.2 303.1 188.5
NetinCome .. ... . .o i e 74.2 171.2 113.9
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December 31,

2002 2001
(In millions)
CUITENT BSSELS . o o o ettt ettt e e e e e e e e e e e e e e $§ 7910 § 621.0
Net properties and equipment . ... ..ottt 1,887.4 1,897.9
OtNET ASSCLS . . vt ettt e e e 103.6 96.5
Current liabilities ... ..o i i e 260.7 174.1
Total long-term debt(2). .. ... ... o 941.9 929.2
Other long-term liabilities . ....... ... ... ... ... i 81.5 73.0
Nt BQUITY ottt e e e e 1,497.9 1,439.1

(1) Prior period amounts have been reclassified to include certain reimbursements received for out-of-pocket expenses as revenues per EITF
Issue 01-14 (Note 1). These amounts were previously recorded as a reduction of the related expenses incurred.

(2) Includes capitalized lease obligation.

Note 16 — Recent Accounting Pronouncements

In 2001, the Financial Accounting Standards Board (“FASB’’) issued SFAS No. 142, “Goodwill and Other
Intangible Assets,” SFAS No. 143, “Accounting for Asset Retirement Obligations” and SFAS No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets.” The Company adopted the provisions of
SFAS No. 142 and SFAS No. 144 effective January 1, 2002.

SFAS No. 142 primarily addresses the accounting for goodwill and intangible assets subsequent to their
initial recognition. The key provisions of SFAS No. 142:

¢ Eliminate the amortization of goodwill and indefinite-lived intangible assets;

* Require that goodwill and indefinite-lived intangible assets be tested at least annually for impairment (and
in interim periods if certain events occur indicating that the carrying value of goodwill and/or indefinite-
lived intangible assets may be impaired); and

* Require that reporting units be identified for the purpose of assessing potential future impairments of
goodwill.

At December 31, 2002, Goodwill in the Company’s Condensed Consolidated Balance Sheet totaled
approximately $386.9 million, substantially all of which was recorded in connection with the Merger (see
Note 1). The Company has defined reporting units within its contract drilling segment based upon economic and
market characteristics of these units. All of the goodwill recorded in connection with the Merger has been
allocated to the jackup drilling fleet reporting unit, as these rigs were the primary source of value in the Merger
discussions and negotiations. The estimated fair value of this reporting unit for purposes of the Company’s annual
goodwill impairment testing is based upon the present value of its estimated future net cash flows, utilizing a
discount rate based upon the Company’s cost of capital. The Company has completed its goodwill impairment
testing for 2002 and was not required to record a goodwill impairment loss. The amortization of goodwill existing
before the Merger was immaterial.

SFAS No. 143 establishes accounting standards for the recognition and measurement of liabilities in
connection with asset retirement obligations, and is effective for fiscal years beginning after June 15, 2002. The
Company does not anticipate that the required adoption of SFAS No. 143 in 2003 will have a material effect on
its results of operations, financial position or cash flows.
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SFAS No. 144 addresses financial accounting and reporting for the impairment or disposal of long-lived
assets. SFAS No. 144, among other things:

* Establishes criteria to determine when a long-lived asset is held for sale, including a group of assets and
liabilities that represents the unit of accounting for a long-lived asset classified as held for sale;

* Provides guidance on the accounting for a long-lived asset if the criteria for classification as held for sale
are met after the balance sheet date but before the issuance of the financial statements; and

* Provides guidance on the accounting for a long-lived asset classified as held for sale.

The adoption of SFAS No. 144 did not have a material impact on the Company’s results of operations,
financial position or cash flows.

In May 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44 and 64,
Amendment of FASB Statement No. 13, and Technical Corrections.” The Company adopted SFAS No. 145 in
the second quarter of 2002. SFAS No. 145, among other things, addresses the criteria for the classification of
extinguishment of debt as an extraordinary item and addresses the accounting treatment of certain sale-leaseback
transactions. The adoption of SFAS No. 145 did not have a material impact on the Company’s results of
operations, financial position or cash flows.

In July 2002, the FASB issued SFAS No. 146, ““Accounting for Costs Associated with Exit or Disposal
Activities.” SFAS No. 146 requires that a liability for a cost associated with an exit or disposal activity be
recognized when the liability is incurred, rather than the date of an entity’s commitment to an exit plan. The
provisions of this statement are effective for exit or disposal activities that are initiated after December 31, 2002.
The Company does not anticipate that the required adoption of SFAS No. 146 will have a material effect on its
results of operations, financial position or cash flows.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation —
Transition and Disclosure,” which amends SFAS No. 123, ‘““Accounting for Stock-Based Compensation.”
SFAS No. 148 provides three alternative methods of transition and disclosure requirements for a voluntary
change to the fair value based method of accounting for stock-based employee compensation. The three
alternative methods available are: (1) the prospective method, (2) the modified prospective method, and (3) the
retroactive restatement method. Under the prospective method, which is available only for companies converting
to SFAS No. 123 prior to December 16, 2003, compensation cost is recognized for awards granted, modified or
settled after the beginning of the year of adoption. The modified prospective method recognizes compensation
costs from the beginning of the year of adoption as if the fair value method had been used for all grants awarded,
modified or settled in fiscal years beginning after December 15, 1994. The retroactive restatement method
provides that all periods presented are restated to reflect compensation costs as if the fair value method had been
used for all grants awarded, modified or settled in fiscal years beginning after December 15, 1994. In addition to
providing compensation cost recognition methods, SFAS No. 148 also requires certain disclosures, including
method used for each period presented, a description of the method used to report the change in accounting
principle and continuing tabular presentation of proforma net income and earnings per share effects for any
awards outstanding under the intrinsic method of Accounting Principles Board Opinion No. 25. SFAS No. 148 is
effective for fiscal years ending after December 15, 2002. The Company has adopted the disclosure provisions of
SFAS No. 148, and is currently evaluating the potential effects of the implementation of the transition
requirements of this Statement on its financial position and results of operations.

In November 2002, the FASB issued Interpretation No. 45; “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others” (“FIN 457). This
Interpretation provides disclosures to be made by a guarantor in its interim and annual financial statements about
its obligations under certain guarantees that it has issued and clarifies that a liability for the fair value of the
obligation undertaken in issuing certain guarantees shall be recognized at inception of the guarantee. FIN 45 does
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GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

not, however, prescribe a specific approach for subsequently measuring the guarantor’s recognized liability over
the term of the related guarantee. The initial recognition and initial measurement provisions of FIN 45 are
applicable to guarantees issued or modified after December 31, 2002. The disclosure requirements of FIN 45 are
effective for financial statements of interim or annual periods ending after December 15, 2002. The Company
believes that it has no material guarantees within the scope of FIN 45 other than the fully defeased financing
leases for two of its drillships (see Note 5).

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 51 (“FIN 46”). This interpretation provides guidance on the identification of, and
financial reporting for, entities over which control is achieved through means other than voting rights, or variable-
interest entities (““VIEs™). FIN 46 is effective for public entities with VIEs created before February 1, 2003, at the
beginning of the first interim or annual reporting period starting after June 15, 2003. For VIEs created after.
January 31, 2003, FIN 46 is effective immediately. Upon the applicable effective date, FIN 46 will become the
guidance that determines whether consolidation is required or whether the variable-interest accounting model
must be used to account for existing and new entities. The Company does not believe that it currently has any
VIEs within the scope of FIN 46,
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CONSOLIDATED SELECTED QUARTERLY FINANCIAL DATA (Unaudited)

In the following table, the Company’s operating results for 2002 reflect the operations of the combined
company. The Company’s operating resuits for the fourth quarter of 2001 include Global Marine’s operations for
the full quarter and Santa Fe International’s operations from the merger date (42 days), while the Company’s
quarterly operating results for the first three quarters of 2001 represent Global Marine only. The consolidated
selected quarterly financial data should be read in conjunction with “Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations™ and the audited consolidated financial statements and
the notes thereto included under “Item 8. Financial Statements and Supplementary Data.”

2002 2001
Fourth Third Second First Fourth Third Second First
Quarter  Quarter  Quarter  Quarter Quarter  Quarter  Quarter  Quarter
(In millions, except per share data)
Revenues(1l) ................ $512.9 $514.4 $501.7 $5488.7 $397.4 $322.6 $382.5 $281.1
Operating income. ........... 59.6 90.7 88.7 92.8 79.4 90.5 954 64.6
Netincome................. 52.4 75.0 73.4 77.1 11.7 62.1 84.3 40.7
Earnings per ordinary share:(2)
Basic..........oiiin, 0.23 0.32 0.31 0.33 0.07 0.53 0.72 0.35
Diluted .................. 0.22 032 0.31 0.33 0.07 0.52 0.69 0.34
Net income includes the
following special items:
Gain on sale of special-
purpose rig .. ........... — — — — — — 22.8 —
Provision for income taxes(3) — — — _— (47.2) — — —
Cash dividends declared per
" ordinary share:(4).......... 0.0325 0.0325 0.0325 0.0325 0.0325 — — —
Price ranges of ordinary :
shares:(5) .
High .................... 26.20 27.15 36.40 33.13 29.39 27.38 43.23 49.23
Low ... .o 21.90 19.33 27.35 25.00 20.27 19.17 27.74 36.96

(1) Revenues for the first quarter of 2002 and all 2001 periods have been reclassified pursuant to EITF Issue 01-14 (Note 1).

(2) Per share data of Global Marine prior to the Merger has been restated to reflect the effect of the exchange ratio of 0.665 established in the
merger agreement.

(3) The Company established a valuation allowance in the fourth quarter 2001 against a tax asset related to its United States net operating
loss (NOL) carryforwards. As a result of the Merger, the Company’s NOL. expirations were accelerated by a year. In addition, reduced
activity levels in the U.S. Gulf of Mexico in 2001 contributed to a decrease in the expected future earnings of the Company’s
U.S. subsidiaries.

(4) In the fourth quarter 2001, the Company’s Board of Directors declared a regular quarterly cash dividend of $0.0325 per ordinary share.
Global Marine historically did not pay dividends on its common stock.

(5) Data for 2001 represents the high and low share prices of Global Marine common shares up to the merger date, as adjusted to reflect the
exchange ratio of 0.665 established in the Merger.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of GlobalSantaFe Corporation:

Our audits of the consolidated financial statements referred to in our report dated March 21, 2003, appearing
in the 2002 Annual Report on Form 10-K of GlobalSantaFe Corporation and subsidiaries also included an audit
of the financial statement schedule listed in Item 15(a)(2) of this Form 10-K. In our opinion, this financial
statement schedule presents fairly, in all material respects, the information set forth therein when read in
conjunction with the related consolidated financial statements.

PRICEWATERHOUSECOOPERS LLP

Houston, Texas
March 21, 2003
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GLOBALSANTAFE CORPORATION AND SUBSIDIARIES
SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS

Description

Year ended December 31, 2002:
Allowance for doubtful accounts receivable . .
Deferred tax asset valuation allowance. . . ...
Year ended December 31, 2001:
Allowance for doubtful accounts receivable . .
Deferred tax asset valuation allowance. . . ...
Year ended December 31, 2000:
Allowance for doubtful accounts receivable . .
Deferred tax asset valuation allowance ... ...

Additions
Charge
Balance at  Merger with  (Credit) to  Charged Balance at
Beginning Santa Fe Costs and  to Other End
of Year International  Expenses  Accounts Deductions of Year
(In millions)
$ 32 $ — $ 02 $— $ — $ 34
146.6 — 49.6 — (28.5) 167.7
$ 47 $ 3.1 $ 46) $— $ — $ 32
40.7 25.4 136.2 — (55.7) 146.6
§ 66 § — $ 06 $— $@25 $ 47
36.6 — 9.0 — (4.9) 40.7
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

Not applicable.

PART 111

Item 10. Directors and Executive Officers of the Registrant

As permitted by General Instruction G, the information called for by this item with respect to the Company’s
directors, and the information required by this item and Item 405 of Regulation S-K with respect to filings under
Section 16 of the 1934 Securities Exchange Act, is incorporated by reference from the Company’s definitive
proxy statement to be filed pursuant to Regulation 14A within 120 days after the end of the last fiscal year.
Information with respect to the Company’s executive officers required by [tem 401 of Regulation S-K is set forth
in Part I of this Annual Report on Form 10-K under the caption “Executive Officers of the Registrant.”

Item 11. Executive Compensation

As permitted by General Instruction G, the information called for by this item is incorporated by reference
from the Company’s definitive proxy statement to be filed pursuant to Regulation 14A within 120 days after the
end of the last fiscal year.

Item 12. Security Ownership of Certain Beneficial Owners and Management

As permitted by General Instruction G, the information called for by this item is incbrporated by reference
from the Company’s definitive proxy statement to be filed pursuant to Regulation 14A within 120 days after the
end of the last fiscal year.

Item 13. Certain Relationships and Related Transactions

As permitted by General Instruction G, the information called for by this item is incorporated by reference
from the Company’s definitive proxy statement to be filed pursuant to Regulation 14A within 120 days after the
end of the last fiscal year.

Item 14. Controls and Procedures

Within the 90 days prior to the date of this report, the Company carried out an evaluation, under the
supervision and with the participation of the Company’s management, including the Company’s Chief Executive

Officer and Chief Financial Officer, of the effectiveness of the design and operation of the Company’s disclosure” =~

controls and procedures pursuant to Rule 13a-14 of the Securities Exchange Act of 1934. Based upon that
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the Company’s disclosure
controls and procedures are effective in timely alerting them to material information relating to the Company
(including its consolidated subsidiaries) required to be included in the Company’s periodic Securities and
Exchange Commission filings. There have been no significant changes in the Company’s internal controls or in
other factors that could significantly affect internal controls subsequent to the date the Company completed its
evaluation.
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Item 15.

(a)
¢h)

(2

3)

PART IV

Exhibits, Financial Statement Schedules, and Reports on Form 8-K

Page

Financial Statements, Schedules and Exhibits

Financial Statements

Report of Independent Accountants . ............... ittt 51

Consolidated Statements of Income . . ... ... . . . i e 52

Consolidated Balance Sheets .. ... ... . e 53

Consolidated Statements of Cash Flows .. ... ... ... ... .. .. .. . . i, 54
~ Consolidated Statements of Shareholders” Equity...... ...... ... ... ... .. . 55

Notes to Consolidated Financial Statements ...................... e 56

Financial Statement Schedule

Report of Independent Accountants . .......... ... ..o 90

Schedule I — Valuation and Qualifying Accounts. .......... .. .. . i, 91

Schedules other than Schedule II are omitted for the reason that they are not applicable.
Exhibits

The following are included as exhibits to this Annual Report on Form 10-K (Commission File No. 1-14634).
Exhibits filed herewith are so indicated by a “+”. Exhibits incorporated by reference are so indicated by
parenthetical information.

2.1

31

32

4.1

4.2

4.3

44

4.5

Agreement and Plan of Merger, dated as of August 31, 2001, among the Company, Silver Sub, Inc.,
Gold Merger Sub, Inc. and Global Marine Inc. (incorporated herein by this reference to the Company’s
Current Report on Form 8-K filed September 4, 2001).

Amended and Restated Memorandum of Association of the Company, adopted by Special Resolution
of the members effective November 20, 2001 (incorporated herein by this reference to Exhibit 3.1 to
the Company’s Annual Report on Form 10-K for the year ended December 31, 2001).

Amended and Restated Articles of Association of the Company, adopted by Special Resolution of the
shareholders effective November 20, 2001 (incorporated herein by this reference to Exhibit 3.2 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2001).

Section 15.2 of the Amended and Restated Articles of Association of the Company requiring advance
written notice of any nomination or proposal to be submitted by a shareholder at any general meeting
of shareholders (incorporated herein by this reference to Exhibit 4.1 to the Company’s Annual Report
on Form 10-K for the year ended December 31, 2001).

Indenture dated as of September 1, 1997, between Global Marine Inc. and Wilmington Trust
Company, as Trustee, relating to Debt Securities of Global Marine Inc. (incorporated herein by this
reference to Exhibit 4.1 of Global Marine Inc.’s Registration Statement on Form S-4 (No. 333-39033)
filed with the Commission on October 30, 1997); First Supplemental dated as of June 23, 2000
(incorporated herein by this reference to Exhibit 4.2 of Global Marine Inc.’s Quarterly Report on
Form 10-Q (Commission File No. 1-5471) for the quarter ended June 30, 2000).

Form of 7Y% Exchange Note Due 2007 (incorporated herein by this reference to Exhibit 4.4 of
Amendment No. 1 to Global Marine Inc.’s Registration Statement on Form S-4 (No. 333- 39033) filed
with the Commission on February 3, 1998).

Terms of 7"s% Notes Due 2007 (incorporated herein by this reference to Exhibit 4.5 of Global Marine
Inc.’s Registration Statement on Form S-4 (No. 333-39033) filed with the Commission on October 30,
1997).

Form of 7% Note Due 2028 (incorporated herein by this reference to Exhibit 4.2 of Global Marine
Inc.’s Current Report on Form 8-K (Commission File No. 1-5471) dated May 20, 1998).
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4.6

4.7

+4.8
+4.9

+4.10
+4.11
+4.12

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

Terms of 7% Note Due 2028 (incorporated herein by this reference to Exhibit 4.1 of Global Marine
Inc.’s Current Report on Form 8-K (Commission File No. 1-5471) dated May 20, 1998).

Form of Zero Coupon Convertible Debentures Due June 23, 2020 (incorporated herein by this
reference to Exhibit 4.4 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File
No. 1-5471) for the quarter ended June 30, 2000).

Purchase Agreement dated February 4, 2003, between the Company and Goldman, Sachs & Co.
relating to 5% Notes due 2013.

Indenture dated as of February 1, 2003, between GlobalSantaFe Corporation and Wilmington Trust
Company, as Trustee, relating to Debt Securities of GlobalSantaFe Corporation.

Form of 5% Note due 2013.
Terms of 5% Note due 2013.

Registration Rights Agreement dated as of February 11, 2003, between GlobalSantaFe Corporation
and Goldman, Sachs, & Co.

Intercompany Agreement by and among Kuwait Petroleum Corporation, SFIC Holdings (Cayman),
Inc. and the Company, dated June 9, 1997 (incorporated herein by this reference to the Company’s
Annual Report on Form 20-F for the fiscal year ended June 30, 1997); Amendment to Intercompany
Agreement dated December 26, 2000 (incorporated herein by this reference to Exhibit 10.39 to the
Company’s Annual Report on Form 10-K for the calendar year ended December 31, 2000); Consent
and Amendment to Intercompany Agreement dated August 31, 2001 (incorporated herein by this
reference to Annex E to the joint proxy statement/prospectus constituting part of Amendment No. 1 to
the Company’s Registration Statement on Form S-4 (No. 333-70268) filed October 12, 2001).

Management Services Agreement by and between SFIC Holdings (Cayman), Inc. and the Company,
dated June 9, 1997 (incorporated herein by this reference to the Company’'s Annual Report on
Form 20-F for the fiscal year ended June 30, 1997).

Agency Agreement between Kuwait Santa Fe Braun for Engineering and Petroleum
Enterprises(K.S.B.) Company K.S.C. and the Company, dated April 1, 1992 (incorporated herein by
this reference to the Company’s Registration Statement on Form F-1 (No. 333-6912) filed May 14,
1997).

Drilling Contract between Azerbaijan International Operating Company and the Company, executed
on March 14, 2000, dated effective July 7, 1999 (incorporated herein by th1s reference to the
Company’s Report on Form 6-K filed May 5, 2000).

Overall Agreement between Santa Fe International Corporation and PPL Shipyard PTE, Ltd. of
Singapore, dated February 1, 2001 (incorporated herein by this reference to Exhibit 10.40 to the
Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001).

Amendment of Overall Agreement between Santa Fe International Corporation and PPL Shipyard
PTE. Ltd. of Singapore, dated February 1, 2001 (incorporated herein by this reference to Exhibit 10.41
to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2001).

Contract for the Construction and Sale of a Jackup Drilling Unit (Hull No. 2001) between Santa Fe
International Corporation and PPL Shipyard PTE, Ltd. of Singapore, dated February 1, 2001
(incorporated herein by this reference to Exhibit 10.42 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2001).

Contract for the Construction and Sale of a Jackup Drilling Unit (Hull No. 2002) between Santa Fe
International Corporation and PPL Shipyard PTE, Ltd. of Singapore, dated February 1, 2001
(incorporated herein by this reference to Exhibit 10.43 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2001).

Overall Agreement between the Company and PPL Shipyard PTE, Ltd. of Singapore, dated April 11,
2001 (incorporated herein by this reference to Exhibit 10.1 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 2001).

Contract for the Construction and Sale of a Semi-submersible Drilling Unit (Hull No. P.2003) between
the Company and PPL Shipyard PTE, Ltd. of Singapore, dated April 11, 2001 (incorporated herein by
this reference to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2001).

94




10.11

10.12

10.13

10.14

10.15

10.16

+10.17
+10.18

+10.19

*10.20

*10.21

*10.22

*10.23

Contract for the Construction and Sale of a Semi-submersible Drilling Unit (Hull No. P-2004) between
the Company and PPL Shipyard PTE, Ltd. of Singapore, dated April 11, 2001 (incorporated herein by
this reference to Exhibit 10.3 to the Company’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2001).

Bareboat Charter Agreement, dated July 2, 1996, between the United States of America and Global
Marine Capital Investments Inc. (incorporated herein by this reference to Exhibit 10.1 of Global
Marine Inc.’s Current Report on Form 8-K (Commission File No. 1-5471) dated August 1, 1996).

Head Lease Agreement dated 8th December 1998 by and between Nelstar Leasing Company Limited,
as lessor, and Global Marine Leasing Corporation, as lessee, relating to a Glomar Hull 456 class
deepwater drillship to be constructed by Harland and Wolff Shipbuilding and Heavy Industries Ltd.
with hull number 1739 (t.b.n. “Glomar C.R. Luigs™) (incorporated herein by this reference to
Exhibit 10.10 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1998).

Guarantee and Indemnity dated 8th December 1998 by and between Global Marine Inc., as guarantor,
and Nelstar Leasing Company Limited, as lessor (incorporated herein by this reference to
Exhibit 10.11 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for -
the year ended December 31, 1998).

Head Lease Agreement dated 8th December 1998 by and between BMBF (No. 12) Limited, as lessor,
and Global Marine International Drilling Corporation, as lessee, relating to one double hulled,
dynamically positioned ultra-deepwater Glomar class 456 drillship to be constructed by Harland and
Wolff Shipbuilding and Heavy Industries Ltd. with hull number 1740 (incorporated herein by this
reference to Exhibit 10.14 of Global Marine Inc.”s Annual Report on Form 10-K (Commission File
No. 1-5471) for the year ended December 31, 1998).

Deed of Guarantee and Indemnity dated 8th December 1998 by and between Global Marine Inc., as
Guarantor, and BMBF (No. 12) Limited, as Lessor (incorporated herein by this reference to Exhibit
10.15 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for the
year ended December 31, 1998).

Head-lease Agreement dated January 30, 2003 between GlobalSantaFe Drilling Company (North Sea)
Limited, as lessor, and Sogelease B.V., as lessee, in respect of the jack-up drilling unit known as
“Britannia.”

Sub-lease Agreement dated January 30, 2003 between Sogelease B.V., as sub-lessor, and
GlobalSantaFe Drilling Company (North Sea) Limited, as sub-lessee, in respect of the jack-up drilling
unit known as “‘Britannia.”

Guarantee and Indemnity dated January 30, 2003 between GlobalSantaFe Corporation, as guarantor,
and Sogelease B.V. relating to the jack-up drilling unit known as “Britannia.”

Amended and Restated Employment Agreement dated as of August 16, 2001, among Global Marine
Inc., Global Marine Corporate Services Inc. and Robert E. Rose, and First Amendment thereto dated
August 31, 2001 (subsequently assumed by the Company) (incorporated herein by this reference to
Exhibit 10.3 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471)
for the quarter ended September 30, 2001.)

Employee Severance Protection Plan adopted May 2, 1997 (incorporated herein by this reference to
the Company’s Annual Report on Form 20-F for the fiscal year ended June 30, 1997); Form of
Executive Severance Protection Agreement thereunder, effective October 18, 1999, between the
Company and fourteen executive officers, respectively (incorporated herein by this reference to the
Company’s Annual Report on Form 20-F for the calendar year ended December 31, 1999).

Amendments to Executive Severance Protection Agreements, dated October 25, 2001, between the
Company and three executive officers, respectively (incorporated herein by this reference to
Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2002).

Amendment to Executive Severance Protection Agreement, dated August 31, 2001, between the
Company and C. Stedman Garber, Jr. (incorporated herein by this reference to Exhibit 10.32 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2001).
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*10.30

*10.31
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*¥10.33

*10.34

Form of Severance Agreement dated August 16, 2001, between Global Marine Inc. and six executive
officers, respectively (subsequently assumed by the Company) (incorporated herein by this reference to

Exhibit 10.4 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471)

for the quarter ended September 30, 2001).

Supplemental Agreement to Severance Agreement dated January 20, 2003 by. and between Global
Marine Inc., GlobalSantaFe Corporation and W. Matt Ralls.

Global Marine Severance Program for Shorebased Staff Personnel, as amended and restated effective
August 16, 2001 (subsequently assumed by the Company) (incorporated herein by this reference to
Exhibit 10.5 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471)
for the quarter ended September 30, 2001).

1997 Long Term Incentive Plan (incorporated herein by this reference to the Company’s Registration
Statement on Form S-8 (No. 333-7070) filed June 13, 1997); Amendment to 1997 Long Term
Incentive Plan (incorporated herein by this reference to the Company’s Annual Report on Form 20-F
for the calendar year ended December 31, 1998); Amendment to 1997 Long Term Incentive Plan dated
December 1, 1999 (incorporated herein by this reference to the Company’s Annual Report on
Form 20-F for the calendar year ended December 31, 1999).

GlobalSantaFe Corporation 2001 Long-Term Incentive Plan (incorporated herein by this reference to
Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2001).

Global Marine Inc. 1989 Stock Option and Incentive Plan (incorporated herein by this reference to
Exhibit 10.6 of Global Marine inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1988); First Amendment (incorporated herein by this reference to
Exhibit 10.6 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1990); Second Amendment (incorporated herein by this reference to
Exhibit 10.7 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1991); Third Amendment (incorporated herein by this reference to
Exhibit 10.19 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1993.); Fourth Amendment (incorporated herein by this reference to
Exhibit 10.16 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1994.); Fifth Amendment (incorporated herein by this reference to
Exhibit 10.1 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471)
for the quarter ended June 30, 1996.); Sixth Amendment (incorporated herein by this reference to
Exhibit 10.18 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for
the year ended December 31, 1996).

GlobalSantaFe Corporation 1998 Stock Option and Incentive Plan (incorporated herein by this
reference to Exhibit 10.1 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File
No. 1-5471) for the quarter ended March 31, 1998); First Amendment (incorporated herein by this
reference to Exhibit 10.2 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File
No. 1-5471) for the quarter ended June 30, 2000).

Memorandum dated November 20, 2001,Regarding Grant of Restricted Stock, including Terms and
Conditions of Restricted Stock (incorporated herein by this reference to Exhibit 10.39 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2001).

Form of Memorandum dated March 4, 2002, Regarding Grant of Performance-Based Restricted Units
to ten executive officers of the Company, respectively, including Terms and Conditions of
Performance-Based Restricted Units (incorporated herein by this reference to Exhibit 10.40 to the
Company’s Annual Report on Form 10-K for the year ended December 31, 2001).

Form of Notice of Grant of Stock Options currently in use for new stock option grants under the
2001 Long-Term Incentive Plan and the GlobalSantaFe Corporation 1998 Stock Option and Incentive
Plan as amended (incorporated herein by this reference to Exhibit 10.41 to the Company’s Annual
Report on Form 10-K for the year ended December 31, 2001).

Form of Notice of Stock Option Grant currently in use for new stock option grants to non-employee
directors under the GlobalSantaFe Corporation 2001 Long-Term Incentive Plan (incorporated by this-
reference to Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 2002).
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Global Marine Executive Life Insurance Plan (incorporated herein by this reference to Exhibit 10.5 of
Global Marine Inc.’s Annual Report on Form 10-K (Commission File No. 1-5471) for the year ended
December 31, 1988).

Equity Restoration Plan (incorporated herein by this reference to the Company’s Registration
Statement on Form F-1 (No. 333-6912) filed May 14, 1997).

GlobalSantaFe Supplemental Executive Retirement Plan (incorporated herein by this reference to the
Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2002).

Global Marine Executive Deferred Compensation Trust as established effective January 1, 1995
(incorporated herein by this reference to Exhibit 10.24 of Global Marine Inc.’s Annual Report on
Form 10-K (Commission File No. 1-5471) for the year ended December 31, 1995); First Amendment
(incorporated herein by this reference to Exhibit 10.2 of Global Marine Inc.’s Quarterly Report on
Form 10-Q (Commission File No. 1-5471) for the quarter ended March 31, 1997); Second Amendment
and Appointment of Successor Trustee dated as of June 1, 1999, by and between Global Marine
Corporate Services Inc. and SEI Trust Company (incorporated herein by this reference to Exhibit 10.2
of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471) for the quarter
ended June 30, 1999).

Global Marine Benefit Equalization Retirement Plan effective January 1, 1990 (incorporated herein by
this reference to Exhibit 10.8 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File
No. 1-5471) for the year ended December 31, 1989).

Global Marine Benefit Equalization Retirement Trust as established effective January 1, 1990
(incorporated herein by this reference to Exhibit 10.9 of Global Marine Inc.’s Annual Report on
Form 10-K (Commission File No. 1-5471) for the year ended December 31, 1989); First Amendment
and Appointment of Successor Trustee dated as of June 1, 1999, by and between Global Marine
Corporate Services Inc. and SEI Trust Company (incorporated herein by this reference to Exhibit 10.3
of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471) for the quarter
ended June 30, 1999).

Form of GlobalSantaFe Indemnity Agreement (incorporated herein by this reference to Exhibit 10.51
to the Company’s Annual Report on Form 10-K for the year ended December 31, 2002).

Resolution of the Company’s Board of Directors dated December 5, 2001, regarding Non-Employee
Director Compensation Schedule (incorporated herein by this reference to Exhibit 10.52 to the
Company’s Annual Report on Form 10-K for the yvear ended December 31, 2002).

Non-Employee Director Deferred Compensation Plan (incorporated herein by this reference to. the
Company’s Annual Report on Form 20-F for the calendar year ended December 31, 1998).

1997 Non-Employee Director Stock Option Plan (incorporated herein by this reference to the
Company’s Registration Statement on Form S-8 (No. 333-7070) filed June 13, 1997); Amendment to
1997 Non-Employee Director Stock Option Plan (incorporated herein by this reference to the
Company’s Annual Report on Form 20-F for the calendar year ended December 31, 1998);
Amendment to 1997 Non-Employee Director Stock Option Plan (incorporated herein by this reference
to the Company’s Annual Report on Form 20-F for the calendar year ended December 31, 1998);
Amendment to 1997 Non-Employee Director Stock Option Plan dated March 23, 1999 (incorporated
herein by this reference to the Company’s Annual Report on Form 20-F for the calendar year ended
December 31, 1999); Amendment to Non-Employee Director Stock Option Plan dated December 1,
1999 (incorporated herein by this reference to the Company’s Annual Report on Form 20-F for the
calendar year ended December 31, 1999).

Global Marine Inc. 1990 Non-Employee Director Stock Option Plan (incorporated herein by this
reference to Exhibit 10.18 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File
No. 1-5471) for the year ended December 31, 1991); First Amendment (incorporated herein by this
reference to Exhibit 10.1 of Global Marine Inc.’s Quarterly Report on Form 10-Q (Commission File
No. 1-5471) for the quarter ended June 30, 1995); Second Amendment (incorporated herein by this
reference to Exhibit 10.37 of Global Marine Inc.’s Annual Report on Form 10-K (Commission File
No. 1-5471) for the year ended December 31, 1996).

GlobalSantaFe Corporation 2001 Non-Employee Director Stock Option and Incentive Plan
(incorporated herein by this reference to the Company’s Registration Statement on Form S-8
(No. 333-73878) filed November 21, 2001).
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*10.47

*10.48

*10.49

*10.50

+%10.51

+21.1
+23.1
99.1

99.2

Trust Under Santa Fe International Corporation Nonqualified Plans, dated January 3, 1995, between
the Company and Wachovia Bank of North Carolina, N.A. (incorporated herein by this reference to

Exhibit 10.57 to the Company’s Annual Report on Formr10-K for the year-ended December 31, 2001). - - .

Amendment to Trust under Santa Fe International Corporation Nonqualified Plans, dated December 1,
1999 (incorporated herein by this reference to the Company’s Annual Report on Form 20-F for the
calendar year ended December 31, 1999).

GlobalSantaFe Annual Incentive Management Plan for 2002 (incorporated herein by this reference to
Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2002).

Global Marine Personal Financial Planning Assistance Program for Senior Executive Officers, adopted
August 16, 2001 Amendment (incorporated herein by this reference to Exhibit 10.1 of Global Marine
Inc.’s Quarterly Report on Form 10-Q (Commission File No. 1-5471) for the quarter ended
September 30, 2001).

Employment Agreement dated as of January 8, 2002, by and among GlobalSantaFe Corporate
Services Inc., GlobalSantaFe Corporation and Douglas C. Stegall; and Employment Agreement
Amendment thereto dated as of November 22, 2002.

List of Subsidiaries.

Consent of PricewaterhouseCoopers LLP, Independent Accountants.

Corporate Governance Policy of GlobalSantaFe Corporation, adopted May 14, 2002 (incorporated

herein by this reference to Exhibit 99.1 to the Company’s Quarterly Report on Form 10-Q for the
quarter ended Jane 30, 2002).

Press Release dated August 6, 2002, announcing a share repurchase program (incorporated herein by
this reference to Exhibit 99.1 to the Company’s Current Report on Form 8-K dated August 7, 2002).

+ Filed herewith.

* Indicates management contract or compensatory plan or arrangement.

The Company hereby undertakes, pursuant to Regulation S-K, Item 601(b), paragraph (4) (iii), to furnish to
the Securities and Exchange Commission on request agreements defining the rights of holders of long-term debt
of the Company and its consolidated subsidiaries not filed herewith in accordance with said Item.

(b) Reports on Form 8-K

The Company filed the following Current Reports on Form 8-K during the last quarter of 2002:

Filing Date Items Reported Financial Statements Filed

October 3, 2002 Item 7, Financial Statements and None

Exhibits; and Item 9,
Regulation FD Disclosure

November 7, 2002 Item 7, Financial Statements and None

Exhibits; and Item 9,
Regulation FD Disclosure

December 5, 2002 Ttem 7, Financial Statements and None

Exhibits; and Item 9,
Regulation FD Disclosure
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

GLOBALSANTAFE CORPORATION
(Registrant)

Date: March 26, 2003 By: /s/  W.Matt RaLls
(W. Matt Ralls)
Senior Vice President

and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

March 26, 2003

/s/  C. STEDMAN GARBER, JR. President, Chief Executive Officer

(C. Stedman Garber, Jr.) ~ and Director
(Principal Executive Officer)

Senior Vice President March 26, 2003
and Chief Financial Officer

(Principal Financial Officer)

/s/  W. MATT RALLS
(W. Matt Ralls)

/s/ DoucLas C. STEGALL

(Douglas C. Stegall)

/s/ RoBERT E. ROSE

(Robert E. Rose)

/s/ FERDINAND A. BERGER

(Ferdinand A. Berger)

/s/ THomas W. CASON

(Thomas W. Cason)

/s/ RICHARD L. GEORGE

(Richard L. George)

/s/ KHALED R. AL-HAROON

(Khaled R. Al-Haroon)

/s/ C. RUSSELL LuiGs

(C. Russell Luigs)

Vice President and Controller

(Principal Accounting Officer)

Chairman of the Board

Director

Director

Director

Director

Director

99

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003




Signature

/s!/ EDWARD R. MULLER

(Edward R. Muller)

/s/ PauL J. POWERS

(Paul J. Powers)

/s/ MaHA A. R. Razzuqr

(Maha A. R. Razzuqi)

/s/ STEPHEN J. SOLARZ

(Stephen J. Solarz)

/s/ CARROLL W. SUGGS

(Carroll W. Suggs)

/s/ NAaDER H. SurLtan

(Nader H. Sultan)

/s/ JouN L. WHITMIRE

(John L. Whitmire)
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Director

Director

Director

Director

Director

Director

Director

Date

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003

March 26, 2003




CERTIFICATIONS
I, C. Stedman Garber, Jr., certify that:
1. I have reviewed this annual report on Form 10-K of GlobalSantaFe Corporation;

.2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date”); and

¢) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have identified for
the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officers and I have indicated in this annual report whether there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

/s/ C. STEDMAN GARBER, JR.

C. Stedman Garber, Jr.
President and Chief Fxecutive Officer

Date: March 26, 2003
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CERTIFICATIONS
I, W, Mart Ralls, certify that:
1. T have reviewed this annual report on Form 10-K of GlobalSantaFe Corporation;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared,;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date”); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have identified for
the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

6. The registrant’s other certifying officers and I have indicated in this annual report whether there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

/s/  W. MATT RALLS

W. Matt Ralls
Senior Vice President and Chief Financial Officer

Date: March 26, 2003

102




Corporate Information

Registered Office

GlobalSantaFe Corporation

P.O. Box 309GT, Ugland House
South Church Street, George Town
Grand Cayman, Cayman Islands

Executive Office
GlobalSantaFe Corporation
15375 Memorial Drive
Houston, Texas 77079-4101
Telephone: 281.925.6000
www.gsfdrill.com

Investor Relations Inquiries

Richard J. Hoffman

Vice President, Investor Relations
Telephone: 281.925.6441
irelations@gsfdrill.com

Subsidiary Offices:

Applied Drilling Technology Inc.
15375 Memorial Drive

Houston, Texas 77079-4101
Telephone: 281.925.7100

Challenger Minerals Inc.
15375 Memorial Drive
Houston, Texas 77079-4101
Telephone: 281.925.7200

Regional Offices:
GlobalSantaFe Aberdeen
Langlands House

Huntly Street

Aberdeen AB10 1SH
Telephone: 44.1224.654400

GlobalSantaFe Egypt
Building #7, Road 150
Maadi, Cairo, Egypt 11431
Telephone: 202.380.2975

GlobalSantaFe Jakarta
Jalan Melawai IX / 2
Jakarta, Selatan, Indonesia
Telephone: 62.21.721.1794

GlobalSantaFe Kuwait
P.O. Box 9282

61003 Ahmadi, Kuwait
Telephone: 965.398.5011

Stock Listing
New York Stock Exchange
Symbol: GSF

Stock Transfer Agent and Registrar

Computershare Investor
Services LLC

P.O. Box A-3504

Chicago, lllinois 60690-3504
Toll Free: 1.877.273.7879

Auditors
PricewaterhouseCoopers LLP
Houston, Texas

Annual General Meeting

May 6, 2003 9:00 A M. CDT
GlobalSantaFe Auditorium
15375 Memorial Drive
Houston, Texas

Form 10K

A copy of the Company's 2002
Annual Report on Form 10-K, as
filed with the Securities and
Exchange Commission, will be
furnished without charge upon
written request to:

Investor Relations
GlobalSantate

15375 Memorial Drive
Houston, Texas, 77079-4101
Telephone: 281.925.6000

The Company’s 2002 Annual
Report on Form 10-K is also
available through the Company’s
website at www.gsfdrill.com or
from the SEC’s EDGAR filings at
WWW.Sec.gov.

Financial Information and News Releases
Information concerning the
Company, including quarterly
financial results and current news
releases, is available to sharehold-
ers and other interested parties on
the Company’s website at
www.gstdrill.com or upon request
from the Company’s Investor
Relations Department.

Forward Looking Statements

The disclaimer regarding Forward
Looking Statements contained in
the attached Form 10-K is incor-
porated herein by this reference.







